





THE OUTLOOK 


Cotton Crop a Failure—Improvement in the Credit Position—Railroad Earnings vs. Maintenance 
Accounts—Mexico Yields 


been unmistakably in line with the more encouraging 

and cheerful prospects which had been already noted. 
Slight revival in the steel trade, chiefly in the direction of 
larger pig iron production, shows the tendency to improve- 
ment in what has been thus far the least satisfactory phase of 
the general situation. Marked gains in various other branches, 
such, for instance, as the textiles and in shoe manufacturing, 
have already become familiar and are continuing as the result 
of increasing demand and stronger productive efhciency. The 
readjustment of prices (indicated by the fact that, as shown 
by various commercial price indexes, there was no increase 
during the month of August) has now, apparently, become 
definite. 

In consequence of this greater stabilization, it is now more 
and more felt by business men that they can safely place 
orders some distance in advance and discontinue the hand-to- 
mouth policy which has been prevalent thus far. Taken in 
conjunction with the better banking outlook, it is clear that 
the business prospect is now more favorable than for a good 
while past. 

The news that Congress may, after all, put the date for 
the repeal of the excess profits tax at January |, 1921, as 
had been originally promised, should be a factor of no small 
significance in business encouragement. With taxation re- 
vised and with demand moving upward in nearly all lines, the 
stuation will undoubtedly be much nearer normal before the 
ciosing of the year than has been true at any time during the 
past twelve months. 

There is much still to be done in the direction of rectify- 
ing our export trade relations and of restoring our foreign 
-usiness to a better condition of balance, but there is no 


treason why this should not be gradually accomplished if 
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? | SHE course of business during the past two weeks has 


proper means to that end are adopted. One of the most dis- 
turbing elements in the outlook is, therefore, the apparent in- 
tention to pass the pending tariff bill, since its adoption in any- 
thing like the present form of the measure will unquestionably 
be a serious blow to our export trade. Various countries have 
already applied discriminating or retaliatory rates as a result 
of the Emergency tariff of last year, while others threaten to 
do so in the event of the passage of the Fordney bill in its 
present form. 

It is because of the recognition of these facts in the 
case that influential party leaders are more and more of 
the opinion that action on the tariff question ought un- 
doubtedly to be deferred to a future date, certainly not earlier 
than the spring or summer of 1922. That even at that time 
the adoption of the tariff should be in a form very different 
from what is now proposed is quite generally conceded by 


business leaders regardless of their party afhliations. 
es 8 & 


NNOUNCEMENT on September | 
A SHORT that the Government estimate of the 
COTTON CROP cotton yield would be only a little over 
7,000,000 bales went even further than the 
more pessimistic prophets had thought likely. Preliminary 
estimates from private sources had figured cotton conditions as 
anywhere from 7,500,000 bales to F1,000,000 bales, with 
the bulk of the estimates favoring a crop of 8,500,000 to 
9,000,000 bales. Rapid deterioration during the latter part 
of the month of August was responsible for a further cut in 
estimates—with the outcome announced on the first of Sep- 
tember. The immediate result has been a marking up of 
cotton prices to a figure in the neighborhood, at one time, of 
21 cents, but with subsequent reactions. 
This shortage of crop is apparently in line with the desires 
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of Southern interests, especially those which have been in debt 
to the banks for loans on cotton carried over from last year's 
crop and the one preceding. It will undoubtedly be of im- 
portance in many ways, although of course not the blessing 
to the country at large that some over-enthusiastic traders 
assert. Indeed, the effect of the short crop in marking up 
prices is already evident, advances having already taken place 
in cotton goods. 

The meaning of the short crop is in effect that the country 
as a whole is called upon to help the South to liquidate its 
commitments, which it does by paying more for the staple 
than it would otherwise have been required to offer. This 
process is beneficial only to those who have cotton on hand. 
As a matter of fact, the average crop, taking last year and 
this together, is about normal. An important lesson to the 
Southern planter based on the experience of the past two years 
is seen in the necessity for crop diversification—trelatively less 
cotton and more food—in order that the farmer may not be 
solely dependent upon a single kind of output. 

* 8 & 


HE question whether credit liquidation 
is now fairly complete or not is 
strongly suggested by the changed conditions 
attendant upon the advance in the price of 
cotton consequent on the Government's announcement of its 
unprecedentedly low estimate of condition. Of late the 
shrinkage in the bill holdings of the Federal reserve system 
has evidently slowed down, while member banks, although 
still falling off in the amount of their portfolios, are likewise 
clearly lessening the reductions in the volume of their exten- 
sion of credit. 

It would seem as if a turning point had in fact arrived and 
this conviction is further confirmed by the circumstance that 
with cotton at or near 20 cents many of the “frozen loans” 
of the Southern and Southwestern banks can now be settled. 
The banks have carried owners of the staple for a long time 
in the belief that the liquidation could eventually be possible 
when an era of low prices was at an end. Cotton at 18 or 
20 cents makes it feasible for many debtors to clear them- 
selves who could not under other circumstances adjust their 
notes because of the fact that the sale of their collateral would 
still leave them with a balance of indebtedness due. 

The liquidation of the frozen loans in the cotton region, 
following as it will the extensive reduction of bank credit in 
the grain raising sections, should put the banks into the most 
liquid condition they have occupied for a long time past, and 
should enable the curtailment of the heavy discount account 
which has been carried by Eastern institutions in favor of 
Western. This should add still further to the ease of money 
and should release a good deal of cash for use in the financial 
centers. That such will be the case is now clearly expected 
by not a few of the more far-sighted market authorities. The 
condition will hardly result in a sharp reduction in market 
rates as a feature of the near future. 


CREDIT 
LIQUIDATION 
COMPLETE 


ATEST returns for railway revenues 
seem to indicate that the net earnings 
of class | roads for the month of August 
are likely to run up towards $75,000,000 
as compared with a deficit shown in the corresponding month 
of last year. This gain represents about a 50% advance 
over the month of July. While some of it is undoubtedly 
due to the seasonal movement of crops to market in an un- 
usually early and large volume, the bulk of the gain is prob- 
ably the result of two factors—the savings which had been 
made in wages as a result of the decision of the Railway 
Labor Board, and the economies which the roads themselves 
have put in effect in staff and limitation of equipment. 
Taken in conjunction with President Harding's announce- 
ment that he still expects the adoption of the railroad funding 
bill, at an early date after the reassembling of Congress, the 
railroad prospect is obviously cleared in a very decided de- 
gree. Nevertheless it should be recognized that this improve- 
ment is by no means permanent. 
glance at the equipment passing over the roads to recognize 
that too litile by far is now being spent in repairs and main- 
tenance. The present policy therefore is short-sighted and 
must necessarily bring its own corrective, since eventually the 
roads will be obliged to make up for their temporary economies 
by larger expenditure. Evidently therefore the necessity for 
careful revision of railroad costs has by no means passed by. 
Discussion of the railroad labor problem is likely to figure in 
no small degree during the coming unemployment conference 
at Washington. It should be sympathetically considered not 
only from the standpoint of the employe but also from that 
of the railway. Our present transportation capital expendi- 
tures are inadequate, and they can be enlarged only through 
the realization of an adequate net income by the carrier. 
* 8 & 
NEXPECTED as it seemed to be in 
many quarters, a basis of settlement 
with Mexico has apparently been developed. 
The action of the Mexican Supreme Court 
in holding unconstitutional the objectionable article 27 of the 
Mexican Constitution affords a basis for adjustment between 
the United States and the Mexican Government. Our State 
Department has steadily held to the position that it could not 
enter into relations with Mexican authorities if they insisted, 
as has been true heretofore, upon nullifying property rights. 
The decision of the Mexican Court apparently rendered fur- 
ther contention on this subject unnecessary, and it is announced 
that a recognition of the Mexican Government is likely to 
follow at an early date. 


It requires only a casual 
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HE exceptional use in security values 

requiring a more fully compleie 
analysis than usual, attention is called to 
the thoroughgoing review of the subject 
presented by Mr. Wyckoff on the opposite page. 
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UR Investment and Business Service not only presents a weekly summary of the 
changes in numerous industries, but calls attention to important changes in the 
trend of securities. We issue Special Letters whenever these changes occur. 
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N your holiday jaunts you may think 
you have covered a lot of territory if 
your speedometer shows 500 miles, 
st go out on a clear night, take a look 
the stars and realize that the largest 
° 0) Our acquaintance is 82,000,000,000,- 
)) miles from the earth, and you will see 
t your 500-mile journey was after all 
short one, 












Stock Market Journeys 


Many people believe that because the 
rices Of stocks have rallied from their 
lw of June, this year, the rise is over 
od it is time to begin selling short again. 
: is these people especially who should 
ke a look at the map. For their con- 
wnience we present here a graph show- 


ice- 


































= ing the highest and lowest prices recorded 
in- Hi; the average of fifty stocks during 
nd ic years 1911-1921 inclusive. This map 
he igs been divided into zones, with the 
wper boundary defined by the highest 
ies Wicures recorded during these ten years 
‘or ed =oeight = months 
(1921 to Sept 6 only) 
¥: Bled the lower bound- 
in Wiry by the lowest av- 
ce fetage figures. 
The space in be- 
Ot Biveen is theoretically 
at jvided into three 
i- wets, by means of 
prallel lines. The 
th Bier section is mark- 
d “Buying Zone,” and 
he upper section 
“Selling Zone.” In 
in ¥tween is a section 
it mich we will regard 
’ a sort of “No 
; Yan's Land” so far as 
rt the investor is con- 
e cerned. And, by the 
4 way, this graph is in- 
tnded for those who 
e buy and sell for the 
t Belong swing. Since we 
| frst presented . this 
. idea in THe MaGazine oF WALL STREET 
some years ago, it has been reproduced 
: by others in various forms, which has 
added to the knowledge of the investment 
public 
) It will be seen from this graph that 
the average price of fifty stocks is still 
in the lower section of the market map, 
and although many stocks have rallied 
$s @ sharply, the rise has really not gone 





very far. 

With this past history as a guide, it 
would appear that regardless of the bear- 
ish influences at work in a number of 
issues, this is, generally speaking, no time 
to sell short, except for “bears on the 
United States.” For all others it is ap- 
parently time to buy. 

Many will disagree with this statement, 
but there are numerous influences at work 
which will doubtless, in time, produce 
a higher level for securities. In the last 
analysis no one can invariably forecast 


for SEPTEMBER 17, 1921 
















A Look at the Stock Market Map 


Securities Shown to Be Still in Buying Zone 


By RICHARD D. WYCKOFF 


with accuracy; one can but use his best 
judgment. 


Market Not Impervious to Reactions 


We do not claim that the market is 
impervious to reactions, or that all stocks 
have seen their lowest prices for the year. 
It is quite possible that in individual in- 
stances there may be causes for further 
weakness, but numerous conditions, fre- 
quently named in recent issues of this 
MAGAZINE, are contributing toward a bet- 
ter situation all around, Should sentiment 
again change and the bears once more 
find themselves in the saddle, it is a ques- 
tion whether the long pull investor would 
gain much by selling out and endeavoring 
to follow them in an attempt to purchase 
at a lower level. Unless there are ele- 
ments in the situation which are more 
serious than anything which now appears, 
the thing to do is to hold one’s securities 
through any subsequent reactions: or de 
clines that may occur. 





The main point in buying securities in 
times of depression, like the present, is not 


to be in a hurry to take profits. The big 
money which is made by large operators 
generally results from a careful forecast 
of conditions which are likely to prevail 
some months or years ahead, making com- 
mitments accordingly and waiting until 
such conditions are realized, or until they 
seem impossible of realization. Those 
who take five or ten points profit are not 
the ones who are most successful in the 
long run. 

Nor are the advocates of lower prices, 
who have saturated themselves in bearish- 
ness, because at the end of a long decline 
most bear. operators are so thoroughly 
entrenched in their position and convinced 
of its accuracy, that they are unable to see 
the turning point. 

The out-and-out long swing operator, 
having bought and decided, that he will 
wait for the boom, will ignore. prices 





while they are in the “Buying Zone” or 
in “No Man’s Land” as shown in the 
graph. He will not be satisfied with a 
10% increase in the value of his invest- 
ment when there is a possibility of 50% 
to 100%. 


June-August Markets at Panic Level 


We have a further object in present- 
ing this graph: It shows that the market 
at the low level for June, 1921, was prac- 
tically at the low point of the panic of 
1914 and the great decline of 1917. If in 
ten and a half years, prices have not 
been forced below this level, it would ap- 
pear that some influences of gigantic 
weight must be exerted to force them still 
lower, 

If, with all the calamities of the past 
year, the immense losses sustained by 
corporations, large and small, and by the 
public, the pressure was not sufficient to 
drive the market into new low levels, it 
must realized that demand is over- 
coming supply. The 
demand is created by 


be 


purchasers of stocks 
who are sufficiently 
encouraged by recent 
developments to ab- 
sorb whatever offer- 
ings come into the 
market. 

In a word, the 
graph is a warning 


against long continued 
bearish operations at 
what are near-panic 
levels, and a further 
warning against tak- 


ing a profit on the 
initial bulge which 
represents the mar- 


ket’s attempt to get 
away from the low 
point, and anticipate 
the change for the 
better in business 
conditions, many 
symptoms of which are already at hand. 

The general change from habitual pes- 
simism to confidence should and must be 
gradual, for the good of all. The world 
has passed through a financial debauch. 
The U. S. A. is not really sick—it is only 
nauseated. Its “troubles” of the past two 
years have been more mental than funda- 
mental. It comes out of the orgy a little 
bit groggy, but like the physical giant it 
is, it is throwing off the morning-after 
feeling of being in mixed company. 

When confidence spreads to the big 
bears, the little bears, the two-year re- 
cruits to pessimism, and finally to the pub- 
lic, it might be too late for the investor to 
acquire bargains. There might be many 
changes of sentiment and prices in the in- 
terim, because the potency of freight wears 
out of the system gradually, and chronic 
pessimism is an intermittent fever. 

The investor who can think calmly can 
take advantage of this peculiar situation. 
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Why Commodity Prices Fluctuate 


The Controlling Forces—Can the Dollar Be “Stabilized’’? 


We don’t expect this article to create any very profound impression. 


By JAMES B. MORMAN 
Economist, Federal Farm Loan Board 


It contains nothing 


but a lot of sound, common sense about a subject of universal importance and expressed 
in language that we all can understand.—Editor. 


VERYONE is interested in the 

price of the things he has to buy. 

Every man, woman and child in the 
country is a consumer, and the prices 
of goods for ultimate consumption are 
of vital importance to those who, as the 
heads of families, are responsible for 
the purchase of goods for personal and 
family use. This is particularly true 
of food, clothing and shoes—three 
classes of goods which all must have 
to maintain life and conform to the re- 
quirements of civilization. 

But food may include a hundred or 
more different products which come 
daily to our tables; clothing may in- 
clude a large number of different things 
for personal use and adornment; and 
there may be a dozen or more different 
kinds of boots, shoes and other forms 
of footwear. The prices of these neces- 
sary goods vary ac- 


power of the dollar shall not vary? In 
other words why not stabilize prices? 
Why not fix them so that they will 
never change from month to month or 
from year to year? That is the problem 
which the Research Council of the 
Stable Money League, organized a few 
months ago in Washington, D. C., has 
been assigned the task of solving. 
Economists and others are asking—Can 
it be solved? If it can, what is the solu- 
tion? If not, why not? 


Prices of Farm Products 


In view of. the great importance of 
prices to the general public, let us 
briefly consider this perplexing prob- 
lem. - Possibly, by careful analysis, we 
may reach some definite conclusion on 
the subject. 


ucts which constitute the stap 
and clothing supplies to see 
difficult economic problem it is t 
stabilize prices. Table I, herewi: 
forth these data for a few p 
before and since the European 

In some cases, this table reve 
the prices average slightly hig 
the first five months of 1921 tl 
did for the year 1913, which ; 
as the year of normal prices 
averages about the same pr 
cotton this year has averaged 
cents a pound less than in 191 
prices vary considerably in « 
states and in the different m« 
the year. Never are they the sai 
month to month, and there ha 
enormous variations since 1913, pa 
larly during and since the Euro 
war. 

The _ recog 
basic cause ¢ 





cording to their 





quality and _ their 
cost of production. 
There are farm 
prices for raw ma- 
terials, wholesale 
prices, jobbers’ 
prices, and_ retail 
prices. There are 
prices galore. There 


Wheat (bushel) 
Corn (bushel) 
Cotton (pound) 
Wool (pound) 


Hogs (100 Ibs.) 





Cattle (100 Ibs.) 


TABLE I.—AVERAGE PRICES RECEIVED BY PRODUCERS. 


1919 
$2.22 
1,56 
31 
50 
10,20 
17,80 


$2.09 


12,65 


tuations in pri 

the sources of 
ply under 
conditions is 
economic law 
supply and demand 
If we attempt t 
pass beyond this for 
the purpose of deter 


1920 


1,30 
27 
28 

8.05 











mining a basis fo 





may be a_ hundred 
different stores in a 
single city retailing the same kinds of 
goods at a slight variation in price 
among a large number of them. Retail 
trade conditions cause these variations. 
Certain products, when their prices are 
compared from month to month ar 
from year to year, show many fluctua- 
tions. The prices of goods are not 
stable. A dollar will purchase to-day 
one-half as much of a given product 
as last year or the year before. 

Why this variation? Why this uncer- 
tainty as to the price one has to pay 
for necessary goods to keep us alive 
and decently clothed and shod? These 
are questions of vital concern not only 
to economists, but to every other per- 
son in the United States—yes, in the 
civilized world. 

But, when we write of prices rising 
or falling, the reader seldom stops to 
ask what prices the writer has in mind. 
The vast majority of people do not need 
to ask, they know already. Experience 
has taught them that it costs more to 
live to-day than it did before the out- 
break of the great European war. It 
is harder to live on one’s wages or 
salary than it used to be. The dollar, 
that wonderful instrument for measur- 
ing prices, will not purchase as much 
meat or flour or cloth as it did in 1913. 
Why not arrange the economic rela- 
tions of life so that the purchasing 
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In considering the problem before us, 


statistics to a few 
agricultural products only, both raw 
and manufactured. It has been said 
that the world is always within a few 
weeks of starvation notwithstanding 
our boasted great production of wealth. 
Of course, the only forms of wealth 
which keep the race from actual starva- 
tion come from land and sea. The 
latter, however, are quite insignificant 
in providing the means of subsistence 
for a nation and may be further disre- 
garded with this statement of fact. The 
bulk of our food supplies and all the 
raw materials which enter into the tex- 
tile and leather industries to keep 
clothes on our backs and shoes on our 
feet are produced on our farms. Hence 
their great importance for illustrative 
purposes because of their intimate re- 
lation to the daily life, comfort and 
happiness of all the people. 

So many factors enter fnto the prob- 
lem of changing prices as raw ma- 
terials or commodities pass from pro- 
ducer to consumer, that we find our- 
selves dealing with the most unstable 
thing in the world. It is impossible and 
unnecessary to quote the prices of all 
commodities used by the people from 
day to day in order to show how prices 
of goods fluctuate. But let us take 
half-a-dozen or’so of raw farm prod- 


let us confine the 


; stabilizationo 
prices, we run counter to natural law 
Both supply and demand are themselve 
variable factors. With our populatio: 
gradually increasing in number, the de 
mands for food and raiment are neve 
the same from day to day even if no 
other factors entered to disturb our 
calculations. But the plain fact is that 
the great majority of people require all 
their income to meet expenses for liv- 
ing purposes, and the demands for food 
raiment, and other necessary goods : 
modified according to the prices 
goods and the amount of one’s w 
salary or income with which to 
chase them. In case of partial or 
unemployment, purchases are n 
sarily limited with the result that 
nomic demand slows down and bec: 
an unstable factor in price relations 

The supply of raw farm materia! 
of course, dependent upon the fi 
of nature to a considerable extent 
that no farmer can predict the am 
of products he will have for sale at 
time. When crops have been harveste 
and live stock grown for market, t’i¢ 
the approximate quantity and quaiity 
of products can be estimated. Both ‘|! 
amount and the quality of goods afi 
their prices. In addition, of the tv 
fundamental economic factors of s 
ply and demand, possibly supply 
more variable than demand; but c 
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tainly these two factors together have 
a bearing on the prices of products 
which afford no definite basis whatever 
for stabilizing them at their source. 


Distribution of Farm Products 


The primary factors affecting whole- 
sale prices, as distinct from prices re- 
seived by the producer, are transpor- 
tation, storage, insurance, profits, and 
shrinkage. The incidental costs of gather- 
ng small unit supplies of goods from 
farms and bringing them together for 
listribution in bulk are summed up in 
he wholesale prices of such products. 

As a rule the difference in farm prices 
ind wholesale prices is not wide, being 
<ept down by the economic law of com- 
etition when no monopolistic agencies 
ntervene to prevent its natural opera- 
ion. The economic machinery of dis- 
tribution has been so well developed 
vith progress in marketing that efforts to 
improve it by Government intervention 
iave usually signally failed. While 
much complaint is sometimes heard as 
to the wide differences in prices be- 
tween what the producer receives and 
what the consumer has to pay for the 
same goods, seldom is due considera- 
tion given to the number of services 
rendered in the mere distribution of 
goods, the number of persons engaged 
in transportation and distribution, and 
the comparatively slight costs of these 
valuable and necessary services. 

Table II sets forth the average 
wholesale prices of the same commodi- 
ties as given in Table I. The differences 
in farm and wholesale prices may 
readily be ascertained by a comparison 
of these two tables. 

The marketing of goods is thus shown 
to be a complex process which changes 
their prices, but only in this change of 
prices can the value of the respective 
services be measured. This is particu- 
larly true in the retailing of small quan- 
tities of goods for daily use, where the 
process is carried out to the end. The 
enormous number of services rendered 


costs to the prices of finished products. 
In manufacturing goods for consump- 
tive purposes, employment is given di- 
rectly and indirectly to large numbers 
of wage earners and other employees. 
In view of the great investment of capi- 
tal as represented by factories and 
complicated machinery, the marvel is 
that the prices of finished products are 
as low as they are. If it were not for 
the capital production of goods, our 
population would not live as cheaply 
or as well as they do at the present 
time. Prices of goods finally sold fre- 
auently include a hundred or more dif- 
ferent elements of cost, all of which 


to the present time has been the great 
increase in property values. Many 
owners of lands, steamships, factories, 
stocks, and other actual and represen- 
tative forms of wealth saw their 
property double or treble in money 
value. They believed their wealth had 
greatly increased. But, as a general 
rule, they found that each dollar would 
buy only about half as much during 
the past two years as in 1913. 

Now, what has happened can be 
stated in two ways: (1) That the 
prices of commodities have practically 
doubled since 1913; or (2) that the pur- 
chasing power of the dollar has declined 





TABLE IIIl.—AVERAGE WHOLESALE 


Flour (barrel) 


Cotton yarns (Ib.) 


Worsted yarns (Ib.) 
Beef (100 Ibs.) 
Hams (100 Ibs.) 





PRICES OF PREPARED COMMODITIES 


Jan.-May 
1913 1919 1920 1921 
$4.58 $12.00 $12.68 $8.85 
-22 .53 -62 26 
78 1.63 1.83 1,20 
13,00 23.00 23.00 17,00 
17.c0 34.00 33.00 27.00 














are more or less variable, so that stabili- 
zation of prices seems impossible of 
human achievement under modern eco- 
nomic and gocial relations. 

Table III, herewith, shows the varia- 
tion in prices from year to year and 
also the increases in prices of five of 
the raw materials given in the preceding 
tables after having been subjected to 
the proper industrial and manufacturing 
processes. 

While the figures of this table are not 
strictly comparable with those of the 
preceding table, they serve to indicate 
the effect of ouf economic relations in 
changing the prices of certain basic 
commodities which are of vital concern 
to our entire population. The principles 
governing the prices of these few prod- 
ucts are equally applicable to all goods 
which enter into trade, industry and 
commerce. It makes no difference 











Wheat (bushel) 
Corn (bushel) 
Cotton (pound) 
Wool (pound) 
Cattle (100 Ibs.) 
Hogs (100 ibs.) 


TABLE II.—AVERAGE WHOLESALE 


PRICES OF RAW COMMODITIES 
; Jan.-May 
19138 1919 1920 1921 
$0.99 $2.54 $2.52 $1.70 
64 1.68 1.40 .65 
13 .32 .83 12 
47 1.19 97 53 
17.50 9.17 
18.33 9.40 




















and elements of cost included make re- 
tail prices so unstable that statistics, if 
available, would prove of little worth. 
In this case daily personal experience 
counts more than statistics. The factor 
of store keeping, with its variable ex- 
penses of operation, may change the 
prices of commodities in stores on op- 
posite sides of the street, so that the 
only stable factor in retail prices is the 
wholesale price at which any particular 
consignment was purchased. 


Manufacturing of Farm Products 
The industrial and manufacturing 
processes also necessarily add their 
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whether goods are sold in domestic or 
foreign markets; whether the unit of 
measuring their prices is the dollar, 
pound sterling, franc, lira, or other 
gold-standard monetary unit. The fact 
remains that prices are extremely un- 
stabilized and that prices in the United 
States are measured only in terms of 
dollars and cents. The question is, if 
prices can not be stabilized, can the 
purchasing power of the dollar be 
stabilized? 


A Stabilized Dollar 


One of the most striking economic 
phenomena during: the period of 1914 


about 50 per cent. Speaking more ac- 
curately—if a dollar in 1913 would pur- 
chase 100 cents worth of commodities, 
in 1920 it would purchase only 41 cents 
worth and for the first seven months 
of 1921 would purchase 72 cents worth 
of commodities. For the last two years, 
then, the average purchasing power of 
the dollar has been 56% cents. This is 
the situation which now confronts us. 

In the United States the gold dollar 
is the recognized unit measure of values 
which, since 1873, has contained 25.8 
grains of gold. As such unit it meas- 
ures all other values, even including the 
value of the substance gold which en- 
ters into its own make-up. Nearly all 
nations have adopted a standardized 
gold monetary unit which contains a 
certain number of grains of gold. This 
standardized unit—whether it be a dol- 
lar, sovereign, franc, mark, lira, ruble, 
or other designated unit—was estab- 
lished by the various governments and 
has not been changed for many years. 
Each nation’s gold monetary unit meas- 
ures the value of each other’s unit in 
terms of number of grains of gold. In 
other words, the monetary units of na- 
tions which are on a gold standard have 
been stabilized the world over. During 
all the great fluctuations in prices of 
commodities since the outbreak of the 
European war in 1914, the one thing 
which has remained unchanged has 
been the gold monetary units including 
the dollar. 

While there have been some slight 
changes in the value of a definite quan- 
tity of the metal gold before coinage 
as measured in terms of the dollar, this 
change in value being due to the in- 
creased cost of mining and refining the 
metal, still no change was effected by 
this Government in the number of 
grains in a gold dollar for the reason 
that such a change was unnecessary and 
would only have created commotion 
among nations which are on a gold 
basis by compelling them to make cor- 

(Continued on page 726) 
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What the Alarmists Have Not Said 
About Unemployment 


Dr. David S. Flynn Injects a Little Logic Into an Otherwise Aimless Discussion 


NE of the remarkable features of 

the present industrial depression 

is the pervading idea that it has 
only very recently become acute. Until 
a short time ago the newspapers pub- 
lished little of unemployment news, and 
when they did so it was as subordinate 
items. The general public, accustomed to 
measuring the importance of an event by 
the amount of space given to it, did not 
regard the situation as unduly serious. 
When the newspapers finally opened up on 
the subject they did so with front-page 
headlines and an emphasis well calculated 
to give the impression that we were just 
entering upon a period of intense depres- 
sion. 

The first real impetus to news accounts 
of unemployment was a Washington dis- 
patch several weeks ago reporting figures 
supplied to the Senate by Secretary of 
Labor Davis tending to show that 5,735,000 
persons were unemployed in the United 
States. This was followed by the an- 
nouncement of the conference on unem- 
ployment called by President Harding. 
Secretary Davis did present figures indi- 
cating that the mass of unemployment was 
not of recent origin. But this explanatory 
data was obscurely published and its sig- 
nificance lost sight of. The conclusion was 
at once seized upon that this huge reduc- 
tion in employment came during and pre- 
ceding the summer and that, as it was 
but the beginning of the crisis, it would 
take our industries a long time to recover. 

As a matter of fact, the critical period 
—at least as concerned stoppage of 
work—occurred long before the public 
in general realized it. It came last 
year, and the events of this year are 
only a continuation and, in some par- 
ticulars, a reverberation. Between a 
condition and the public attention given 
to its effects there is a large difference; 
the one may and often does consider- 
ably precede the other. That is so in 
this case. 

During the year 1920, according to fig- 
ures marshalled by the United States Em- 
ployment Service, Department of Labor, 
the greatest slump in labor took place. 
The number of persons employed in in- 
dustrial groups fell precipitately from 9,- 
402,000 to 6,070,648. This made a reduc- 
tion of 3,331,352 or nearly 37% during that 
year. These figures did not include esti- 
mates from various States and some indus- 
trial centers which brought the grand 
total of unemployed by January, 1921, to 
3,473,466. Thus of the estimated 5,735,000 
persons said to be out of work in August 
of this year, the lesser part, 2,261,534, 
were the 1921 additions to the ranks of 
those classified as unemployed. 


Printed Figure Fallacies 


Printed figures exercise a sort of hypno- 
tism. They seem to mean all that they 
imply. Moreover, official labor reports 
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Interview by GUSTAVUS MYERS 


have a mysterious terminology of their 
own. Seeing the fact published that 5,- 
735,000 were unemployed, the average 
leader would at once conclude that they 
were all thrown out of work because of 
the closing down of industries. Naturally, 
such a condition breeds alarm and gloom. 

But although not superficially apparent, 
there is a big difference between people be- 
ing out ‘of work and unemployed. Govern- 
ment and State Labor employment returns 
make a faint effort to convey this distinc- 
tion by using the term “trend of unemploy- 
ment.” But although the meaning of this 
phrase is understandable to the initiated it 
is not to others, They connect it exclu- 
sively with industrial stagnation compelling 
masses of laborers to quit work. 





“There is not a surplus of labor 
in this country for normal busi- 
ness. Immigration, which has 
hitherto been depended upon for 
fresh supplies of labor to take care 
of industrial needs, has been ef- 
fectively shut off. Should indus- 
try pick up and become normal we 
would have a shortage of labor. 
If business got booming we should 
have an enormous shortage of la- 
bor in practically all industries. In 
case of a great upturn of business 
we will be as hard put for labor as 
ever we were.” 











Does this estimating of an arbitrary fig- 
ure of unemployed signify that all of them 
were involuntarily thrown out of work? 
I asked Dr. David S. Flynn for enlighten- 
ment on this point. Dr. Flynn is Chief of 
the Division of Employment in New York 
State, and is one of the foremost authori- 
ties on unemployment conditions. 


Dr. Flynn’s Views 

“New York State,” said Dr. Flynn, “col- 
lects the best statistics of any State. We 
receive confidential, reliable reports from 
both manufacturers and trade unions. We 
never estimate the number of men out of 
work. We simply give figures showing the 
trend of unemployment, There is no way 
of finding out what constitutes normal em- 
ployment or what does not. 

“We do know certain facts. One is that 
we always have a considerable number of 
unemployed even in the most normal times. 
It amounts, it is estimated, to seven and 
a half per cent of the total or about 1,500,- 
000 wage earners in the United States. 
They are all practically unskilled workers. 

“Another fact familiar to students of 
labor conditions is the voluntary shifting 
of labor from industrial centers in certain 


seasons. It is of no material benefit to say 
that any specific number of men are un- 
employed in this or that community. The 
psychology of some labor groups in variou 
parts of the country is peculiar. Whe: 
spring and summer come they ar 
possessed with the ‘wanderlust.’ This ele- 
ment is not a large factor in the East 
but it is in the West. Fully 75% of th 
men working in the lumber mills, cannin; 
establishments and some other industric 
have ‘wanderlust’ when warm weathe: 
comes, This is a well-known recurrence, 
and always has to be reckoned with. 

“This class of wage earners when off 
work cannot be described as unemployed, 
although the payrolls of the concerns for 
which they worked during the winter 
would nominally indicate them to be ; 
They are simply out of work in the in- 
dustries for a portion of the year. Du 
ing the summer they knock off work er 
tirely or they may take up some form of 
outdoor work. Figures dealing with 
labor, therefore, make no claim to estal 
lishing any sweeping, positive relation be- 
tween the industrial status and unemploy- 
ment. They merely deal with the trend of 
unemployment, whatever its significance.” 

“Have the ranks of the unemployed been 
swelled by the extraordinary infusion of 
women workers into industrial occupa- 
tions during the war?” I asked Dr. Flynn. 

“There was,” he replied, “a large per- 
centage of women employed in industry 
before the war. Many more were brought 
in during the war, and in some occupa- 
tions they have been retained for their 
peculiar fitness.” 

To what precise degree the retention 
cf these new women workers affects the 
unemployment of men is a subject that 
has not been officially investigated. Un- 
doubtedly it has some bearing. The 
United States Department of Labor claims 
to have eliminated from its figures the 
force of women and very young persons 
that went into the industries to do war 
work. But there is another element which 
has more recently entered the wage- 
earning class. 

The excessive cost of living, especially 
the great increase in rents, following the 
war, forced many married women to take 
jobs to supplement their husbands’ wages 
or salaries. Normally these women would 
not be found among the ranks of wage 
earners. When slack times came many of 
these lost their jobs, and there is no of- 
ficial way of determining how large a 
part of these are included in the 5,735,000 
said to be unemployed. 


As to Farm Labor 


A weighty point, also, is what became 
of the farm laborers who thronged into 
the industries during the war. Did their 
later discharge mean that they have re- 
mained out of work? Or did they—at 
least in part—return to farm life? If the 
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statistics of industrial unemployment are 
constilted regardless of any other consid- 
eration, then all of this group laid off 
would be catalogued as unemployed. But 
auth-ntic information indicates that a 
number of these returned to work in the 
country. 

“\What of this farm labor?” I asked Dr. 
Flyn:. 

“It is much easier than last year,” he 
replied. “There is always a demand for 
farm labor, but this year there are far 
mor applications for farm work than last 
year. The attitude of the intelligent farm 
yout) is that of looking to the city as the 
plac’ where money is to be made. It will 
require considerable propaganda to teach 
your g agriculturists that money is to be 
made on the farm. But in times such as 
these some of those who have come to 
the cities have returned to farm work as 
a temporary expedient to tide them over 
unti! better industrial conditions return. 
Reports that reach us indicate that there 
isa trend of workers from city to country, 
although what its proportions are we can- 
not say. We have no way at present of 
collating facts on that point. We are now 
making an arrangement with the granges 
and farm bureaus for co-operation in 
gathering information, and probably by 
next year we shall be able to have a work- 
ing plan.” 

If numbers of the industrially unem- 
ployed have even temporarily drifted back 
to the country that fact lessens unemploy- 
ment figures, which, after all, are only a 
species of guess-work. Obviously no fig- 
ures can be reliable and comprehensive 
unless they cover both industry and agri- 
culture, between which there is an inter- 
flow of workers, 


Relocating Unemployed 


This point can be lucidly illustrated by 
turning from the statistical tables of the 
U. S. Employment Service to the detailed 
reports from the district directors pub- 
lished in recent issues of its “Survey Bul- 


letin.” 


Thus in Indiana coal mines have been 
perating only three days a week, and the 
figures regarding those mines have 
shown considerable unemployment. But 
it was not all actual unemployment, for 
reading further we find the announcement 
that “unemployment in this line is being 
relieved to some extent by opportunities 
in the harvest fields.” 

In Kansas the bare industrial figures 
have shown many out of work in the 
manufacturing and mining centers. But 
they have not remained out of work. The 
of cial report from Topeka said that “har- 
vesting has absorbed practically all un- 
e:iployment,” and a similar report came 
from Leavenworth. 

[In Oklahoma many workers were laid 
oT in oil and cotton seed products estab- 
lishments, packing houses, railroad repair 
s).ops and other lines. Nominally all of 
these would be classed as industrially un- 
employed. But many of them simply 
transferred their activities to agricultural 
work, Detailed reports from Oklahoma 
City related that “a large number of men 
have gone to work in the wheat fields,” 
and the report from Enid told how “a 
large number of skilled railroad workers 
have gone into the wheat fields.” 
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WHILE the business of the 
country is setting itself into 
a stride that means a return 
to stability, there are certain dis- 
turbing factors arising in Congress 
that threaten to throw it into con- 
fusion. : 

Business today is very sensitive 
to obstacles, and a gigantic obstacle 
looms up in the Fordney Tariff 
Bill, now before the Finance Com- 
mittee of the Senate. Not only is 
it a measure that is based on un- 
sound economics, but it will inject 
injustice and confusion into an im- 
= division of the country’s 

usiness. 

The bill contains many destruc- 
tive provisions. It will place upon 
the consumer thé burden of higher 
prices. Chief amongst its objec- 
tionable features is the so-called 
“American Valuation Plan.” Upon 
many commodities, particularly 
textiles, the bill levies ad valorem 
duties. These are computed not 
upon the foreign market value, as in 
all previous acts, but upon the 
“wholesale selling price” at which 
comparable and competitive goods 
of domestic manufacture are sold 
to the principal markets of the 
United States; or in cases where 
no comparable or competitive 
goods are made in the United 
States, upon the wholesale selling 
price of the imported article or 
other like imported articles. 

THE AD VALOREM RATES 
FIXED IN THE BILL COM- 
PUTED ON THE AMERICAN 
SELLING PRICE WOULD RE- 
SULT IN GREATLY IN- 
CREASED DUTIES, AND CON- 
SEQUENTLY ADVANCED 
COSTS, WHICH TAKE MANY 
ARTICLES OUT OF THEIR 
NORMAL PRICE LIMITS, 
COMPELLING MERCHANTS 
TO FIX NEW PRICE RANGES, 
WITH A CONSEQUENT DE- 
MORALIZING EFFECT ON 
BUSINESS. 

The Fordney Plan means a rev- 





A Gigantic Obstacle to Business 


Fordney Tariff Based on Unsound Economics 
By JAMES SIMPSON 
Vice-President, Marshall Field & Company 
Editor’s Note—In response to a request from The Magazine of Wall 


Street for his views on the business outlook, Vice-President Simpson, of 
Marshall Field & Co., recently sent us the following statement: 


olution in our methods of customs 
administration. It is a step from 
simplicity to complexity. The ac- 
cumulated experience of tariff 
students during the past hundred 
years is set aside, to be supplanted 
by “system” that lacks system. 
Manufacturers and merchants in 
transacting international business 
must be able to estimate with rea- 
sonable accuracy, far in advance, 
what goods are going to cost them. 
International trade is founded on 
advance orders, both for import 
and export. Our foreign trade is 
dependent on exchanges of mer- 
chandise. It is barter on a grand 
scale. 

The absence of uncertainty acts 
as a stimulant to trade between 
nations. The merchant who must 
buy his wares six months or a year 
in advance, and be compell to 
make such purchases with no idea 
of what some American expert or 
manufacturer may think should 
have been paid for the goods, is 
placed in a precarious position—is 
actually prohibited from trading in 
foreign goods. Any measure that 
makes the general business of im- 
porting hazardous, that will curtail 
our consumption of foreign goods, 
and increase the price of merchan- 
dise manufactured in this country, 
is a menace to business, and to the 
buying public. Our protest is not 
against any rate of duty Congress 
may assess, but to what is ob- 
viously a destructive manner of 
determining costs — substituting 
guess-work for reality. 

The American Valuation Plan of 
the Fordney Tariff Bill is a dis- 
turbing factor in busines today. 
The possibility of its being favored 
by Congress gives merchants cause 
for hesitation. Under the peculiarly 
sensitive conditions that exist today 
we believe that this is a serious 
deterrent to stability. 

Every clear-thinking business 
man should oppose the enactment 
of this provision in the Tariff Bill. 














From Montana, Idaho, Wyoming and 
other States have come reports of a good 
demand for farm labor and opportunities 
that it has given for a considerable absorp- 
tion of laborers thrown out of work in 
mines, factories, lumber plants and on 
railroads. The report from California 
said that “owing to some migration from 
cities the supply of farm labor is abnor- 
mal,” and that from the State of Wash- 
ington indicated that farming has been 
offering considerable employment. From 
St. Paul, Minn., came the report that 
“there has been some improvement in the 
employment situation due to the demand 
for harvest workers,” and that from Kan- 


sas City, Mo., told how “most of the 
surplus labor has been absorbed in harvest 
work.” From the mining center of Trini- 
did, Col., came the report that “work in 
the harvest fields has afforded consider- 
able relief to the unemployment situation,” 
and some other Colorado cities have re- 
ported likewise. 

These are examples of the shifting of 
large numbers of workers from industrial 
to agricultural occupations. Harvesting 
over, most of them undoubtedly return to 
the cities, but with a supply of funds cal- 
culated to tide them over a longer period 
than mere industrial employment figures 

(Continued on page 724) 
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Economists Expect Better Times 


Replies to Questionnaire Reflect Considerable Confidence in Future 
By MAX WINKLER, PH. D. 


The article which follows, together with the chart on the opposing page, represents 
what is probably the most authoritative survey of business conditions it would be possible 
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ts of international repute co-operated in preparing it. 


Dr. Winkler, 


Statistician of the N. Y. Stock Exchange firm of Morris & Smith, through whose efforts 
the survey was completed, may well be proud of the results obtained.—Editor. 


ee writer recently prepared a com- 
prehensive questionnaire which was 

sent to the country’s foremost econo- 
mists. 

In all, thirty-five letters were sent out. 
Of these, twenty-nine, or nearly 83% were 
answered. 

While the interpretation of the various 
replies cannot be regarded as absolutely 
accurate in prophecy, or the questionnaire 
complete in scope, the result of the sur- 
vey should, none the less, prove of great 
value, owing to the character of the men 
to whom it was sent. 

The questionnaire comprised nine main 
groups: Money and Banking; Taxes; 
Tariff ; Transportation; Agriculture; For- 
eign Policy; Shipping; Labor and Gen- 
eral Conditions. Each of these groups 
was subdivided into several sections. Fol- 
lowing is a summary of the results: 


Money and Banking.—To the question 
as to whether monetary relaxation is to 
be expected within the next few months, 
more than three-quarters look for easier 
money within that period. One prominent 
economist, connected with one of the lead- 
ing Schools of Finance, expects easier 
money “with probably some tightening in 
the Fall.” “This,” he says, “assumes no 
general catastrophe such as repudiation by 
some large European Government.” One 
well-known local banker does not expect 
“greater relaxation than at present until 
1922,” while another expects easier money 
“as soon as member banks pay up at the 
Reserve Banks.” From the number of 
affirmative replies, however, I believe it 
safe to conclude that money will gradu- 
ally work towards easier levels. There is 
no reason why this should not take place, 
judging by the replies to the other ques- 
tion, viz., “Have banks sufficient funds to 
grant credit on easier terms to sound 
commercial borrowers,” which were al- 
most unanimously affirmative. As to loans 
to foreign countries, 48% of the total 
number of replies are of the opinion that 
banking funds are not sufficient to take 
care of foreign borrowers, 

The persons consulted were apparently 
not posted on the question of whether 
corporation accounts have increased since 
the beginning of the year. Only 14.3% 
replied, all answers being negative. Nearly 
35% replied to the question of whether 
individual savings increased. Of these, 
fully three-fourths are of the opinion that 
there has been a decrease since the begin- 
ning of the year. According to 71.5% 
industrial organizations are carrying large 
amounts of commercial paper, and 54.5% 
think that their bills are being discounted. 


Taxes.—Nearly 80% look for elimi- 
nation of excess profits taxes; some of 
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these believe an elimination of high income 
levies hardly likely. Only 32% are favor- 
ing substitution of the Sales Tax; nearly 
three-quarters appear against it. One of 
our correspondents believes “a moderate 
sales tax.on one turnover would be a good 
thing.” 


Tariff.—Nearly 15% are in favor of 
the recently proposed tariff, and 67.9% 
look for a change. One comments on his 
auswer to this question about as follows; 
“A high tariff is absurd and dangerous 
for us now, no matter how viewed. A 
thorough survey should be made of 
American industry with a realization that 
as a creditor nation, we must have large 
imports. This means deciding what im- 
ports to receive and in some cases—unfor- 
tunately—which industries may have to 
succumb, It is far better to face the 
facts than continue along the lines now 
proposed.” One attacks, particularly, the 
valuation scheme which he thinks “fatal.” 


Transportation. — Railroad freight 
rates are not expected to come down ac- 
cording to 89.3%. One prominent rail- 
road economist holds that “reduction in 
rates will appear automatically through ex- 
cess of earnings under the present law.” 
One comments as follows: “Adjustments 
in specific rates are being made. I do not 
think there will be any sweeping reduc- 
tion until net earnings are larger.’ Fully 
12% expect the carriers to earn during 
the current year, the amount stipulated in 
the Esch-Cummins’ Act, but specify their 
answer by adding “from now on.” 

A comparatively negligible percentage 
look for labor disturbances consequent 
upon wage reductions. Fully 88% do not 
expect any immediate relief of the finan- 
cial stress of the roads. One believes “a 
long struggle ahead with a number of 
defaults.” Opinion, as to whether trans- 
portation conditions are improving, is al- 
most evenly divided ; 52% believe that they 
have grown better. One comments: “Bet- 
ter than 2 years ago, but worse than 10 
years ago.” 

A great majority, fully 88%, are against 
Government operation of railroads. It is 
interesting to note that nearly 36% ex- 
pect the railroads to “voluntarily seek 
Government operation, consequent upon 
segregation of non-transportation equities.” 


Agricultural Conditions—General 
conditions are getting worse, according to 
more than one-half of our correspondents. 
That the farmers’ purchasing power is at a 
very low ebb, is the unaimous opinion of 
the correspondents and nearly three- 
fourths do not expect any enhancement in 
the price of farm products in the near fu- 
ture. The farmers’ co-operative movement 


is viewed with favor by nearly 93% ; «me 
however, doubt its ultimate success. 

Foreign Policy.—More than 55% are 
not in favor of the present policy pursued 
by our Government. It is interesting, by 
not surprising, to note that many “do not 
quite grasp it, but are in favor of \vhat 
it seems to be.” About 52% are against 
our Russian policy—whatever that may be 
—and nearly 45% favor the Administra- 
tion’s attitude towards Mexico. 

More than 83% view with favor the 
effects of peace with Germany. *ully 
100% are for the refunding of the Allied 
debts. More than 38% favor cancella- 
tion only on condition that “certain con- 
cessions be made.” One suggests the Brit- 
ish Debt be refunded and “Continental 
Debts might just as well be cancelled on 
best possible terms.” Professor Patter- 
son’s view on this matter is very clearly 
and elaborately treated in an article which 
appeared in the July issue of the “Annals 
of the American Academy.” Another sug- 
gests cancellation of the French debt only. 
Opinions as to the future of our foreign 
trade are about evenly divided; sumewhat 
less than one-half look for improvement in 
the near future. “Such is hardly likely,” 
says one, “while we are fighting away in- 
ports.” Only 40% expect the Foreign 
Trade Financing Corporation to aid ma- 
terially our foreign commerce. Most be- 
lieve such aid only temporary and com- 
paratively insignificant. More than 46% 
believe there is reason for apprehension 
over foreign, especially German competi- 
tion. A weel-known economist, connected 
with one of the leading Western Univer- 
sities, comments on it as follows: “Ger- 
many has bills to pay; these must be paid 
in goods; these goods will often under- 
sell our own.” 


Shipping Conditions.—Conditions in 
the shipping industry seem very discour- 
aging. Fully 100% do not look for im- 
mediate improvement, and only 68% be- 
lieve in “ultimate” recovery. One sug- 
gests that wages be reduced drastically, 
while another puts the blame on present 
legal restrictions. 


Labor.—More than one-half are of 
the opinion that readjustment in labor hs 
made satisfactory progress; more than 
83% believe that it has grown more et'i- 
cient. Over 51% believe that unemplo)- 
ment has become very serious. Accord- 
ing to a recent statement of the Secretary 
of Labor Davis, there are now 5,735,000 
persons unemployed in the United State-. 
While I believe there is no cause for ap- 
prehenison, that is, we hardly anticipate 
any acts of violence except, perhaps, 19 
isolated cases, at least not while wages re- 
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Conditions As Seen by the Country’s Leading Economists 


QUESTION 


ECONOMIC SURVEY 


I. Money and Banking. 


how 


a. Sound commercial 
b. Foreign countries? 


Do you look for monetary relaxation within the next few months? 
Have the banks, in your opinion, sufficient funds to grant loans on easier terms to— 
borrowers at home? 


3. Has rs bv your opinion, since the beginning of the year, been an increase in— 


forporation accounts? 
b. Individual savings accounts? 


4. Do industrial organizations, to your knowledge, carry large ts of 
5. Are industrial organizations, to your knowledge, discounting their bills? 





Il, Taxes. 


ne 


Do you look for elimination of excess profits taxes and high income ppsten? 
Do you favor substitution of a Sales Tax!?. 


Trl. Tariff. 


1, De you favor a change in the recently proposed tariff? 
2. Deo you look for a change in the recently proposed tariff? 


IV. Transportation. 


1, > you look for a reduction in railroad freight rates? 

2, you 

8. Do you look for labor disturbances consequent upon the reduction in railway wages! 
4. Do you expect immediate relief of the financial stress of the railroads? 

5. Are general transportation conditions, in your opinion, improving! 

6. Do you favor Government operation of railroads? 

7. Do you oxpest 


pene 





Do you look for i 
VI. 


ne 


foreign trade? 


2 see Pe 


vi. 


ad 


Vv. Agriculture. 


Are general conditions of the farmers, in your opinion, improving! 
Are the farmers, in your opinion, well supplied with funds? 
Do you view with favor the farmers’ co-operative movement? 
t in the price of farm products?..............+.ceseues 


Foreign Policy. 


Are you in accord with the Administration’s foreign policy? 
Do you favor the Government’s attitude towards— 


Do you view with favor the immediate effects of the signing of peace with Germany}. 
Do you favor the refunding of the Allied debts? 
Do you favor cancellation of the Allied debts? 
Do you look for improvement in our foreign trade in the near future? 
Will the Foreign Trade Financing Corporation, in your opinion, be of material aid to our 


De you view with favor the immediate outlook for the ‘shipping industry? 
Do you view with favor the ultimate outlook for the shipping industry! 


expect the rails to earn, during 1921, the amount stipulated in the Esch- Cummins’ Actt 


the rails to voluntarily owe Government operation consequent upon segregation 


Is there, in your opinion, reason for apprehension over foreign, especially German competition? 


Shipping. 


VIII. Labor. 


ome 


Has readjustment in wages, in your opinion, progressed satisfactorily? 
Is labor, in your opinion, becoming more efficient? 
Has unemployment, in your opinion, reached a state to cause apprehension? 


IX. General. 


operate for the next six months 


Pr 


Have retail prices, in your opinion, 


wholesalers? 


Do you favor curtailment of armaments! 


- 
Seetoe 


Is production, in your opinion, being curtailed? 
Have wholesale prices, in your opinion, been reduced sufficiently to attract buyers?. 
been reduced in proportion with reduction made by 
Has the cost of living come down noticeably? 
Are extravagance and over-buying, in your opinion, on the 
Has the country, in your opinion, benefited by prohibition’ 
Do you view with apprehension the much discussed spread 


Do you regard present commodity and security prices attractive enough to warrant buying?.. 


Have manufacturing plants, in your opinion, sufficient orders on their books to be able to 


In % of total 

Number of number of 
replics questionnaires 
received sent out (In % of tl. no. of septies) 


Nature of vonly 
Yes 














29 82.9 78.6 21.4 
29 82.9 96.6 3.4 
26 74.8 52.0 48.0 
5 14.8 o 100.0 
12 34.8 25.0 75.0 
15 42.9 71.5 28.5 
12 34.3 54.5 45.5 
29 82.9 78.6 21.4 
26 74.3 82.0 68.0 
29 82.9 85.7 14.8 
29 82.9 67.9 32.1 
29 82.9 10.7 89.3 
26 74.8 12.0 88.0 
26 74.3 12.0 88.0 
26 74.8 12.0 88.0 
26 74.3 52.0 48.0 
26 74.8 12.0 88.0 
29 82.9 35.7 64.3 
26 74.3 48.0 52.0 
22 62.9 ‘0 100.0 
29 82.9 92.9 7.1 
26 74.3 24.0 76.0 
19 54.8 44.5 55.5 
26 74.3 48.0 52.0 
19 54.8 44.5 55.5 
19 54.3 83.4 16.6 
29 82.9 96.6 3.4 
22 62.9 $8.1 61.9 | 
29 82.9 46.4 58.6 
26 74.8 60.0 40.0 
29 82.9 46.4 53.6 
22 62.9 0 100.0 
26 74.8 68.0 82.0 
26 74.3 52.0 48.0 
19 54.3 83.4 16.6 
29 82.9 57.2 42.8 
19 54.3 0 100.0 
26 74.3 100.0 ‘0 
22 62.9 55.0 45.0 
26 74.3 12.0 88.0 
26 74.3 88.0 12.0 
26 74.3 100.0 ‘0 
25 71.4 84.0 16.0 
26 74.3 24.0 76.0 
26 74.3 100.0 ‘0 
22 62.9 71.4 28.6 
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main as high as they are, the situation is 
ertainly such as to justify authorities to 


ok after it. One of our contributors 
ments as follows: “Unemployment is 
ays to be deplored. Wages are still 
high to allow of full employment.” 


yeneral Conditions.— The general 


op nion seems to be that the present earn- 


capacity of a majority of industrials 
it a very low ebb. Fully 100% believe 
t orders on books of most concerns are 
ufficient to keep them busy for any 
gth of time. This, in spite of drastic 


‘urtailment of production which is unani- 


usly agreed upon. Opinion, as to the 
‘line in wholesale prices to a level where 
ying might be warranted, is about 
enly divided. About 88% are of the 
inion that retail prices have not been cut 
oportionately, The same number hold 
at the cost of living has declined notice- 
ly. That extravagance and overbuying 
e on the wane, is the unanimous opinion. 


As to prohibition, 16% believe the country 
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has suffered by it. The much discussed 
spread of radicalism is scoffed at by 76%, 
but there are still 24% who view it with 
apprehension. “There has been foolish talk 
on this point,” says one, “e.g. in the Lusk 
Committee reports which have done con- 
siderable harm.” One well-known writer 
and economist, comments as follows: “It 
seems quite obvious that a reduction of 
the present expenditure for armaments”— 
which, by the way, is favored by fully 
100%—“holds about the only hope of sal- 
vation for the world. I do not see how 
Europe can stagger along under present 
conditions, and if we reach a point where 
there is general privation, radicalism will 
find a fertile field in which to sow the 
seeds of discord and revolution.” 

The last question, regarding the desir- 
ability of making commitments now in 
commodities and securities is, no doubt, 
the most difficult to answer, as it embodies 
an answer to practically all the foregoing 
inquiries. While more than 70% are of 









the opinion that’ present commodity and 
securities prices have reached a level, 
where their purchase would be warranted, 
practically very reply contains some speci- 


fications. One favors purchase of com- 
modities “only to supply immediate de- 
mand.” Another believes that “good 


bonds are cheap, while stocks are still 
too high compared with corporation earn- 
ings.” A third believes that securities are 
sufficiently low to justify buying. Another 
favors bonds, but thinks that stocks and 
commodities are too high. A fair num- 


ber answer this question affirmatively, but 
add the phrase “with caution.” 
Summing up the above replies, 1 con- 


clude that prevailing sentiment seems to 
indicate that we are gradually approaching 
completion of the almost unparalleled de- 
pression which set in more than two years 
ago, steadily gaining momentum until 
Spring of the current year, and that any 
changes of importance will, from now on, 
be for the better. 
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Are Canada’s Industries Sound? 


A Critical Analysis of Conditions in Steel, Gold, Asbestos and Nickel 
By ALEXANDER GRAY, Montreal 


N discussing the economic situation 

throughout the Dominion, the latest 

monthly report of the Royal Bank of 
Canada had this as the concluding para- 
graph: 


“Already prices, after declining 

32 per cent. from their high point, 

are beginning to show signs of 

greater stability. As Europe 
gradually clears away the commer- 
cial debris of the War, monetary 
conditions will become more favor- 
able on both sides of the water, and 
London and New York again will 
supply the funds necessary for the 
development of this young and 
growing country. Immigration will 
commence to rise to the figures of 
pre-war days. The proceeds of 
loans and the funds brought in by 
settlers should then, as in the past, 
more than offset our adverse bal- 
ance of trade in merchandise, mak- 
ing feasible the replacement of the 

Canadian dollar on a gold basis. 

And in the sane exploitation of our 

unexcelled natural resources, all 

Canadian business will find pros- 

perity.” 

Comprehensive confidence as thus dis- 
played by the largest, or one of the 
largest banking institutions of Canada, 
with ramifications in New York, the West 
Indies, Central and South America, is 
more than passively significant. The 
President—if I may be personal—Sir Her- 
bert Holt, is an Internationalist, closely 
related to other large banking and indus- 
trial affairs. He and the Executives asso- 
ciated with him typify what they give 
voice to in this periodic statement of facts. 
They admit the sanity and insanity of 
what has transpired. Their remedy is 
cautious optimism and speedy readjust- 
ments as a prelude to the resumption of 
trade on a specie basis, attended by con- 
structive development of admittedly ‘“un- 
excelled natural resources.” In using the 
superlative adjective, however, they im- 
pose the admonition that the “new condi- 
tions” sought have not yet arrived. There 
is too much blood pressure; there has not 
been a sufficient respite from the strain of 
events, to permit of a banking decree that 
baleful economic bacteria have been ren- 
dered innocuous. 


Canada’s Real Resources 


That Canada has “unexcelled natural 
resources” while competition for capital 
is keen, is subject to controversy. Other 
comparatively unexploited countries are 
apt to demur—and yet they cannot deny 
that the Canadian view emanates from a 
bank that has devoted its surplus funds 
and enterprise to other than domestic pur- 
poses, hence the permissibility of its com- 
parative analysis, premised upon the nec- 
essity for rational treatment. 

Climatically Canada does not possess 
the diversity of its temperamental affinity, 
the United States. In all other respects 
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the countries might be said to be coter- 
minous territorially—if they are not so 
nationally. Their agricultural areas are 
co-extensive. What Customs are levied 
are mutually protective—especially in the 
circumstances prevailing—and if this be 
prejudicial to Canadian interests, it is no 
less punitive as applied to American con- 
sumers. In its unoccupied, tillable lands 
Canada is pre-eminent, at least among the 
Northern nations—and it is those which 
will invite settlers and concomitant wealth. 
Incidentally there will be demands upon 
London and New York “for the funds 
necessary” to meet trade developed. 

“The last West” is not a catch phrase 
—the influx of settlers-already in evidence 














SIR HERBERT S. HOLT, K. B. 


President, Royal Bank of Canada, who 
sees signs of approaching stability in 
prices generally 


justifies optimism; there are those who 
contend that tariff barriers will neutralize 
the conditions due to high-priced land and 
costs of production in the American West 
as against cheaper lands and practically 
virgin soils in vast sections of the Cana- 
dian West. Not having domestic markets 
adequate for what it will produce in 
greater degree, Canada naturally is wary 
of Washington legislation in behalf of its 
agrarian population. Were the exigencies 
less acute, perhaps the amenities could be 
more practically illustrated. As it is, ap- 
prehension will be allayed by trade revival, 
the resumption of buying—what movement 
there is in the Western prairies will be 
devoid of that insanity which pre-supposed 
that every water tank town would be a 
duplicate of those urban centers which en- 
grafted themselves upon the Granger Rail- 
ways of Illinois, lowa, Missouri, Nebraska, 
Kansas, Minnesota, the Dakotas and Mon- 
tana. If Canada’s expansion agricul- 


turally is retarded by the Washington 
will to safeguard American farmers 
during a period of recuperation, then 
there will be a saner if slower settle. 
ment of the Canadian West and other 
natural resources will gather a momen. 
tum denied to them because of the prec. 
edence given to strictly agricultural 
settlers. 

That was the experience of the Amer- 
ican West following upon the discoveries 
of precious metals in the Sierras, Rockies, 
and beyond British Columbia took some 
of California’s overflow and made it ap- 
parent that mining industrialism is an 
essential adjunct to agriculture and stock- 
raising. In the Canadian West there are 
a variety of isms at the moment, com- 
parable with those of Iowa during the 
Weaver diversion; Missouri when Bland 
espoused cart wheel money, and of Kansas 
when the druidically be-whiskered Pfeffer 
and the “Sockless” Simpson held forth. 
Distemper permeates the prairie provinces 
—just as it ran its course in the Middle 
Western States. 

Given “sane” development within the 
meaning of the Royal Bank statement— 
and “the replacement of the Canadian dol- 
lar on a gold basis”—a result which can- 
not be expedited without London and New 
York capital—“real prosperity” awaits 
those who are not purblinded by momen- 
tary adversities. Even its over-supply of 
railroads may not be an embarrassment 
when the National aggregation is co-or- 
dinated in a manner that will obviate ex- 
cessive drain upon the Dominion Treasury 
and the imposition of freight rates the 
lowering of which the advocates of Gov- 
ernment ownership are clamoring for. De- 
flated land values, limited markets, more 
railroads than can be afforded—and lia- 
bilities Dominion and Provincial—consti- 
tute a mosaic the Ministry at Ottawa can- 
not ignore—all of which do not contribute 
to official gayety. Not that the Meighen 
Ministry should be blamed. 


Importance of Economy 


A Merchant Marine that had to be— 
railway systems which were taken over 
largely for security—industrial depression 
and peak freights, however sound Canada 
undoubtedly is in other respects—furnish 
incentives for the utmost economy and 
sanity. Singularly enough, Grain Growers 
and stockraisers are the most vociferous 
in demanding redress and urging what 
would react to their own disadvantace. 
Cheaper transportation they are entitled 
to and will be conceded—when operating 
charges are reduced—but there will have 
to be a larger tonnage moving if indirect 
taxation is not made more burdensome. 
An Agrarian Government is not a remote 
probability. In that eventuality class legis- 
lation and recurring railway deficits be- 
coming habitual might call for the appl- 
cation of the soft pedal upon the more op- 
timistic notes so diplomatically enunciated 
by the Royal Bank. So long as production 
is at the minimum and commodities ar¢ 
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bringing prices sufficient only to meet last 
year’s obligations of many of the farmers, 
it is obvious that radical departures, special 
taxation maybe, would be more discon- 
certing than the ills complained of—the 
growing pains, as it were—of “this young 
and growing country,” where “magnificent 
d:stances” have their embarrassments. 


Tender Spots in Coal and Iron Ore 
Thus far Canada has been industrially 
unbalanced, more particularly in the mat- 
ter of strategically-placed coal and iron 
ore. Little more than entrance money can 
be credited to the tonnage of domestic iron 
ore fed to Canadian furnaces. The so- 
called Maritime Provinces on the Eastern 
seaboard have large deposits of such ore 
and coal that can be made suitable for fab- 
ricating purposes. In the exploitation of 
these basic deposits, American capital co- 
operated, Newfoundland supplying the iron 
ore and Nova Scotia and New Brunswick 
the coal, The recent merger of the Domin- 
ion Iron, Steel and Coal and the Nova 
Scotia Iron and Steel coal and iron areas, 
was the culmination of extended negotia- 
tions. Local pride in the Nova Scotia 
company, charter provisions that control 
always should be vested in Canadians, pre- 
cluded greater interest in this particular 
corporation by Americans, although the 
latter have provided financial aid and par- 
ticipated in its administration. The Do- 
minion areas originally invited New Eng- 
land capitalists—but, somehow, neither 
that company nor the Scotia corporation 
attained their objectives; for reasons gen- 
erally understood. Now the British Em- 
pire Steel Corporation, with President 
Wolvin, an American, at its head, and with 
Vice-president D. H. McDougall as its 
operating chief, will correlate the Domin- 
ion and Nova Scotia plants and mines and 
cater to a broader field. 

Singularly enough, Canadians have not 
fully appreciated the potentialities of their 
ifon and coal deposits in such close prox- 
imity to each other—and on tidewater— 
really in the main part submarine. Geo- 
graphically disadvantaged, insofar as in- 
land trade is concerned, where the season 
of navigation is limited for the carriage of 
coal and railway freights, there is a corre- 
lative advantage to Pennsylvania, West 
Virginia and Ohio fuels, and to the iron 
ores of the States bordering upon the great 
lakes. The British Empire corporation re- 
tains a unique position as to export busi- 
ness while awaiting opportunity to adjust 
its plants to what inland trade it can com- 
mand. A narrow labor market, and a pre- 
disposition toward the export of raw ores 
and coal, rather than cultivate foreign 
markets for fabricated materials, have 
militated against these Eastern Canadian 
operations, despite the magnitude of the 
natural deposits. With the new order 
of things, the elimination of rivalry and 
correlation of plants, it will be possible 
to effect economies and in due course 
the British Empire corporation expects 
to acquire a greater share of its natural 
markets, besides pushing seaward its 
products. 

It is not lost sight of that the sources 
of higher grade American iron ores are 
forcing the concentration of lower grade 
ores, and that the Maritime Provinces have 
the benefit of seagoing freights for their 
fuels. On the other hand, the manufactur- 
ing districts and steel plants of Ontario 


for SEPTEMBER 17, 1921 


are. almost dependent upon American iron 
ores and coals—and here there is urgent 
demand for “sane exploitation.” Ontario 
has not disclosed large deposits of iron. 
Supplies from the Helen and Magpie 
Mines are more or less incidental to re- 
quirements. A determined attempt is be- 
ing made to put Maritime Provinces coal 
into great lakes ports—but the inability 
to furnish domestic iron ores is the weak- 
est link. It is this which makes the Cana- 
dian Steel Industry of the Central 
Province somewhat invertebrate—and that 
is why Government aid for exploration is 
sought. There also is agitation in behalf 
of Albertan coal, the contention being that 
it could be laid down in Ontario industrial 
centers if railway freights were seasonally 
modified. 

The feasibility of this is not conceded by 
those who comprehend the economies. Al- 
berta coal, of excellent quality, undoubtedly 
is finding outlets in the farther Northwest- 
ern States. British Columbia, too, can take 

















RT. HON. ARTHUR MEIGHEN 


Premier of Canada, whose ministry, ac- 
cording to Mr. Gray, has to contend with 
“deflated land values, limited markets, 
and more railroads than can be afforded” 


more coastal business. It is the better 
grade coals of Alberta and Saskatchewan, 
though, for which larger markets is de- 
sired. British Columbia possesses iron 
ores and coal, but manufacturing there is 
negligible and the population scanty. 
Manifestly, therefore, the British Empire 
corporation is an outstanding industrial 
self-sustaining feature, in contrast with 
those other fabricating plants which suc- 
cessfully rely upon imported ores and 
fuels. The importations of American ores 
and coal, and the products thereof, exceed 
in value the total of Canada’s mineral pro- 
duction—hence the avidity with which 
“sane exploitation” is advocated. 

Lower grade magnetite ores sooner or 
later may be concentrated. The existence 
of hematite in quantity adequate for 
national ambitions, has not as yet been 
noted outside of the British Empire cor- 
poration areas in and about Conception 
Bay, Newfoundland. Consequently it is 
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not remarkable that Canada’s 
leaders are sensitive about the excess of 
imported ores and coal from the States. 


The subject is ever-present. Even on the 
mainland of Nova Scotia it was recorded 
by the Dominion Department of Mines in 
1908, that iron ores were found in 15 out of 
the 18 counties of Nova Scotia, “but many 
of these discoveries are just sufficient to 
tempt, and not sufficient to reward exploi- 
tation.” Wabana ores of the British Em- 
pire corporation make up the deficiency— 
and they have found a market overseas as 
well as serving domestic furnaces. Like- 
wise, the Nova Scotia fuels the existence 
of which was made a matter of record in 
1672, when Nicholas Denys published in 
Paris, “The Description Geographique et 
Historique des Costes du L’Amerique Sep- 
tentrionale.” Eighteen years prior to that 
—in 1654—Denys had obtained a conces- 
sion from Louis XIV, a concession grant- 
ing the right to explore, and work mines of 
gold, and other minerals, paying for this 
privilege, a royalty of one-tenth to the 
King. In 1677, the Intendant of the New 
France issued a proclamation exacting a 
royalty of 20 sous per ton from all persons 
taking coal from Cape Breton. In 1711 
Admiral Walker who commanded an ex- 
pedition to reduce Quebec, procured a sup- 
ply of coal from the cliffs of Cape Breton, 
with no other mining appliances than crow 
bars. Systematic mining of coal began 
two hundred and one years ago. For a 
century thereafter the coal mine was used 
almost exclusively for the military garri- 
son at Halifax. In 1820, when Cape Bre- 
ton was incorporated in Nova Scotia, ac- 
tivity was increasing and in 1827 all the 
mines which were under concession to Run- 
die, Bridge & Rundle, a London firm of 
goldsmiths, were transferred to the Gen- 
eral Mining Association, which in turn put 
the properties in Cape Breton, Pictou, and 
Cumberland counties on an operating basis. 
The monopoly possessed by the Mining 
Association became irksome, and the 
clamor against it resulted in litigation, 
which terminated in the Privy Council. 
In 1858, the Mining Association sur- 
rendered its claims to the Provincial Gov- 
ernment of Nova Scotia; the Government 
agreeing to forego the fixed rental of £3,- 
000 per annum, besides the royalty on slack 
coal; also agreeing to reduce certain royal- 
ties. To the association was alotted ex- 
clusive rights to 20 square miles in Cape 
Breton, Joggins, and Springhill counties, 
respectively. Under this arrangement, coal 
mining progressed to the point in 1865 
where it was deemed necessary by the 
Provincial Government to appoint an In- 
spector of Mines—said to have been the 
first appointment of its kind on this con- 
tinent. 

In this connection it is to be noted that 
the removal of the American duty on coal 
in 1854 had much to do with the develop- 
ment of the Nova Scotia fields, New Eng- 
land States taking the product. Exporta- 
tions of coal in 1866 amounted to 404,252 
tons. Upon the conclusion of the Civil 
War, the United States, in 1867, reversed 
its policy, closed the door upon Canadian 
coal, imposed a duty of $1.25 per ton. 
This duty was maintained until 1872, 
when it was reduced to 75c. per ton, and 
continued at that until 1894. As illustrat- 
ing the interdependence of this coal in- 
dustry in relation to the manufacturing 

(Continued on page 718) 
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The World’s Disrupted Exchanges 


Article 1—International Commerce Before the War — How War Broke Down the Machinery 


Editor’s Note: 


By THOMAS B. PRATT 


Interest is centering upon the breakdown in international exchange as one of the 


chief obstacles to any large-scale resumption of international trade. To acquaint our readers with the 
problem, we have arranged for a series of articles, covering exchange relations in “normal’’ times; action 
of exchange rates during and since the war, and the exchange outlook for the future, particularly in ref- 
erence to the principal countries of Europe. 


HE world today is existing under an 
international monetary system and a 
condition in international trade that 

would have been inconceivable seven years 
ago. There is no theory in economic his- 
tory that contemplated such a disorganiza- 
tion as now exists, Currencies of several 
of the most important and stable nations 
of the world, which before the war were 
as sound as banking integrity and brains 
could make them, are today in some cases 
worthless and in several others nearly so. 

As a result international trade has lost 
all aspects of its old, competitive basis. It 
is now hit or miss. The tried and true 


and still keep its head and maintain its 
optimism, can readily find solutions for the 
purely economic problems that face it to- 


day. 
Today’s Problems 


There can be no doubt that the efforts 
of the leading nations are at present heav- 
in their reconstruction 
problems by the burdens of disorganized 
Our own industrial depression 
is directly traceable to the depreciated cur- 
As long as 
this condition exists, our recovery from 
the effects of the war and our efforts to 


ily handicapped 
exchanges. 


rencies of foreign countries. 








UNITED STATES BALANCE 


Credits 
Excess of exports of merchandise and silver .. 
Net capital borrowings from abroad 


Debits 
Net interest payable ...........ccceeeesncees 
Tourists’ expenditures ............6.cceeeeeee 
Immigrants’ remittances 
Be PD ED. i cb dinccconctaccsiccsoes 
eT ee ere 





*No balance as most items indetermirable. 


Insurance premiums, commissions, miscellaneous items .................6.seeceuee 


OF INDEBTEDNESS 1896-1914 


Annual average 
$487,479,000 


*$540, 111,000 





*$552, 890,000 














economic laws that previously made pro- 
duction for export almost an exact science 
are now of little value. In a period when 
production and trade are essential as never 
before, the mechanism has broken down. 

In comparing present conditions with 
those that existed before the war, one 
is struck by the wonder that commerce 
has not stopped entirely. When we 
consider the delicately balanced instru- 
ments of international finance as they 
existed a decade ago and compare the 
slight fluctuations in foreign exchange 
of those days with the disorganization 
of the exchanges under present condi- 
tions, the fact that trade between coun- 
tries can be carried on at all at the 
present time is remarkable. 

Yet there is one law of life that is still 
operative. Peoples must live, and to live 
they must have food, they must be clothed, 
and they must have some degree of re- 
laxation. This law demands some form of 
trade even though it be only barter. An- 
other factor that must not be lost sight of 
is that the peoples of the world have not 
lost faith: there are no signs of world 
despondency. In fact, plans for increas- 
ing foreign trade are being pushed for- 
ward in nearly all the great countries. 
This faith in the future and in the ability 
to work out of the present deranged con- 
dition more than offsets all the adverse 
factors arising out of the present foreign 
exchange and trade situation. 

A world that has been able to with- 
stand the horrors and shocks of the war 
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restore normalcy will be retarded. With 
many other nations the problems are even 
more severe than ours. International trade 
requires a medium of exchange that has a 
considerable degree, at least, of stability. 
The producer must know within certain 
limits what he may receive for his goods, 
or else he must carry on his operations on 
a basis as risky as that of the inexperi- 
enced margin trader in the stock market. 

The present problems of exchange are 
by no means unsolvable. They might have 
been well on the road to solution some 


time ago were it not that politics and 
trade rivalry have been involved in them. 
The conditions that exist at present, how- 
ever, have served to bring to the atten- 
tion of the American public some of the 
problems connected with international 
trade and the exchanges, and this knowl- 
edge will ultimately have a bearing upon 
legislation affecting our economic life, If 
it serves to enlighten public opinion in 
this respect, and results in laws more fa- 
vorable to the development of foreign 
trade, there will be some recompense for 
the costly experience we are now under- 
going. 

In order to understand the present in- 
ternational situation, it is first necessary 
to have a general knowledge of the prin- 
ciples of foreign exchange. The number 
cf persons who understood this subject 
before the war was exceptionally small 
when its importance is considered. The 
reason for this was doubtless due to the 
fact that the mechanism of the exchange 
market worked so smoothly and the fluc- 
tuations in rates were so slight. Almost 
a myth grew up about the subject. It 
was thought to be one of those intricate, 
mathematical professions that could be 
mastered only after years of the most 
grilling apprenticeship. 

Actually, the principles of foreign ex- 
change are remarkably simple. They are 
exactly the same as the principles of do- 
miestic exchange. The latter is the 
mechanism for the settlement of debts 
within the United States and the former 
is the mechanism for settling international 
balances between the United States and 
foreign countries. 

As a matter of fact, before the Federal 
Reserve Bank was established, the 
mechanism of foreign exchange worked 
more efficiently than that of domestic ex- 








averaged about half a billion dollars a year. 
billions a year. 


Year erded . 

June 30 Exports 
SE ha Gohs Mie 00s bin cdeessbeded $1,487, 764,991 
 ‘Sedguugh eens inne ake vaetos 1,381,719,401 
M2 abu nttc sober evovbsoudcove ,420,141,679 
SD OMcbbiee abs Se aevecesews Wie 1,460,827,271 
1905 1,518,561,666 
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OUR FOREIGN TRADE 


The following table shows the development of the foreign trade of the United States for 
the twenty years between 1901 and 1920. Before the war our excess of exports over imports 


Since 1915 the average has been nearly three 
Excess of 
Imports exports over imports 
$823, 172,165 $664,592, 826 
903,320,948 478,398 453 
1,025 ,719,237 394,422 442 
991,087,371 469,739, 
1,117,518,071 401,048,595 
1,226, 562,446 517,302,054 
1,434,421,426 446,429,653 
1,194,341,792 666,431,554 
1,311,920,224 851,090,880 
1,556,947,430 188,037,290 
1,527,226,105 094, 
1,658,264, 651,057,475 
1,813,008 234 652,875,915 
1,893,925, 657 470,653,491 
1,674,169,740 1,094,419, 600 
2,197,883,510 2,185, 599,375 
2,659,355,185 3, 634,450,905 
2,946,059, 403 2,982,226,238 
3,095,876, 582 4,129,207,675 
5,138 746,192 8,727,931,302 
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change. This was largely due to the fact 
that our domestic currency system in those 
days was based largely upon United States 
Government bond secured currency which 
was inelastic and thus incapable of meet- 
ing seasonal requirements for funds in 
various parts of the country. Foreign ex- 
change, on the other hand, had the bill of 
exchange for its currency, and due to the 
stability of the British pound sterling and 
the fact that the bill of exchange repre- 
sented production in the process of con- 
sumption, the currency of foreign ex- 
change was as elastic as requirements de- 
mended. As will be explained later the 
bill of exchange was “as good as gold,” 
and whenever the demand for bills of ex- 
change was greater than the supply, and 
vice versa, gold flowed freely between 
countries. 


The Gold Standard 


Each nation, obviously, has its own cur- 
rency system. Ordinarily, however, the 
currency of one country is not legal tender 
or acceptable for most transactions in 
another country. Two currencies may be 
exactly alike, such as the Cenadian and 
the United States, but even when these 
two currencies were on a parity with one 
another, Canadian money could not be 
used, except in a few localities, for ordi- 
nary commercial transactions in the United 
States. International trade, nevertheless, de- 
manded some system whereby debts owed 
by people of one country could be paid to 
creditors in another. Out of this demand 
grew up what has become known as the 
gold standard. Briefly, this was a system 
whereby the governments of the principal 
nations of the world agreed to convert their 
currency into gold upon demand from hold- 
ers of that currency at certain specified 
amounts of gold. Gold was selected as the 
metal least likely to fluctuate in its intrinsic 
value. The currency of each country thus 
had a definite value which could be com- 


pared with the currency of any other coun- 
try on a gold basis. 

The value of a currency being prac- 
tically guaranteed by each government, 
trading between the peoples of these coun- 
tries only needed a more convenient me- 
dium than gold in order that it might be 
accomplished without delay. Gold bars 
or gold coins could, of course, be used to 
pay international debts but the shipment 
of the metal was too costly, risky and cum- 
bersome for all transactions. Further- 
more, trading would be limited to the 
amount of gold that could be obtained. 

During the development of the gold 
standard, London was the financial center 
of the world. And it was in London that 
the bill of exchange was developed to its 
greatest point of efficiency, Through the 
leadership of the British bankers the Lon- 
don bill of exchange became in effect the 
international currency used for the settle- 
ment of accounts between peoples of dif- 
ferent countries. The bill of exchange had 
back of it the confidence of the commercial 
and financial interests of the entire world. 
Tt was known that the bill of exchange 
drawn on London would be paid in English 
currency and that gold could be had for 
that currency. 

Indebtedness between countries arises 
out of such items as imports and exports 
of merchandise, travelers’ expenses in for- 
eign countries, the purchase of securities 
by investors of one country from another, 
the payment of interest on money borrowed 
abroad, remittances by persons residing in 
one country to friends and relatives in 
another, payments for services rendered in 
transportation, insurance or commissions. 
The receipts and expenditures in normal 
times generally balance so that the move- 
ment of gold between countries to settle 
whatever balance there may be is excep- 
tionally small in comparison with the 
total amount involved. The table shown 
with this article on the United States Bal- 
ance of Indebtedness 1896-1914 (taken 


from an article by Charles J. Bullock, 
John K. Williams and Rufus S. Tucker 
in the Harvard Review of Economic Sta- 
tistics, Vol. 1—July, 1919) discloses what 
a small balance the United States had in 
its favor during that period. Our exports 
exceeded our imports of. merchandise by 
an annual average of $487,000,000. We 
borrowed abroad annually an average of 
$52,000,000. Against this credit there were 
debts of nearly an equal amount for inter- 
est due foreign investors, remittances by 
immigrants, freight charges, tourists’ ex- 
penses and services. Our average annual 
credit balance was $10,000,000, which was 
settled by the rest of the world sending 
that amount of gold to us. 


Parity and Export Points 


During that long period when our for- 
eign exchange system was running smooth- 
ly, the producer of merchandise for ex- 
port had little to think about insofar as 
payment for his goods was concerned. 
He drew a bill of exchange on London 
when the goods were shipped, sold the bill 
to his bank and got his money. The bill 
would finally reach New York, the clear- 
ing center for the United States for foreign 
exchange. It was readily salable in New 
York to the New York banks, for here 
centered both the supply and demand for 
sterling. The demand for sterling grew 
out of the necessity of importers buying 
it to pay for goods purchased abroad, or 
for other reasons mentioned above. 

Naturally, the supply and demand were 
not equal at all times. In fact, at certain 
times during a year the supply would be 
sure to exceed the demand and at others 
there would not be sufficient sterling to 
meet all requirements. Exchange being a 
commodity, its price fluctuated according 
to the supply and demand, But in those 
normal days fluctuations were compara- 
tively slight. If they were merely tem- 
porary or seasonal, finance bills were 

(Continued on page 733) 
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on the dollar in 
| New York Par value terms of foreign 
quotation of foreign currencies 
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Foreign currency 1921 U. 8. dollars quotation) of the dollar of the dollar in 
| EUROPE unit cents cents % in respective countries respective countries 
| 20.263 8922 444.44 Kr. 4.98519 Kr. 
19.295 158 18.36 Fr. 5.18262 Fr 
19,295 1444 80. Fr. 5.18262 Fr 
20.263 1587 80.6 Kr. 4.93519 Kr. 
26.799 58 5.71 Kr. 3.78148 Kr 
19.295 566 34.38 Fin. Mk 5.18262 Fin, Mk 
19.295 171 14.02 Fr. 5.18262 Fr 
23.821 1401 53.09 Mk 4.19798 Mk 
$4. 86656 25 5s 2d .49316 d 
19.295 156 13.24 Dr 5.18262 Dm. 
20.263 10050 500. Kr. 4.93519 Kr 
19.295 429 27.39 Lr, 5.18262 Lr 
19,3 601 36.36 Dr. 5.182€2 . 
40.196 18 2.92 Fi, 2.48783 Glds. 
26.799 60 5.98 Cr. 3.78148 Cr. 
23.8 1856€7 784.31 Pol. Mk 4.19798 Pol, Mk 
$1.08056 1100 111,11 Eso, 552 Eso 
19.295 1340 74.62 Lei 5.18262 Lei 
Motes (8) .....sscecceee ° 51.456 10721 210.52 Rbis. (a) 1.94838 Rbis. (a) 
BRED ccdoiccoccccccese ga. Wnncinaeneveddunees 18.91 19,295 89 7. Ps. 5.18262 Ps. 
| EID se Soccccscceces EE” aincae6h 0s soaneegaes 22.35 26.799 20 4.47 Cr, 3.78519 Cr. 
ee ee eo rere tte 16,62 19.295 16 601 Fr. 5.18268 «= s Fr, 
[| GRR i cccececcccsese . Turkish Pound (—100 
| | i 72.00 $4,395 510 $1.39 T.Lb. 22.2983 Piastre 
For a few of the exchanges quoted the market is entirely nominal and the quotations given are therefore merely os 
(a) The quotations are for een aes re ee Fag ae a ge ng gt teeny i 9 The 
gy Be ye BY today worth 1/107 of its pre-war value. The soviet ruble is, Lah gy — fo of less value. According to a recent 
Press notice 1,000,000 soviet rubles were valued at Warsaw at $50 U. 8, money or .005 cents to the ruble rubles) =1 
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Possibilities in Reading Preferred 


Present Low Price More Than Discounts Litigation — Profit Is Assured if Plan Is Sustained — 
Suggested Purchase in Place of Other Railroad Issues 


HE logic of speculation is a fear- 
ful and wonderful thing. It pre- 
sents a curious mixture of Alice 

in Wonderland pnd Gilbert K. Ches- 
terton. It inverts all the old maxims 
and plays havoc with arithmetic. In Wall 
Street a bird in the bush is worth two in 
the hand, and half a loaf is worse than 
none. The process of adding 2 and 2 to- 
gether to get 5 is called “merger,” and the 
process of splitting up 4 into 2 and 3 is 
known as “segregation.” The gambling 
mind regales itself with illusion and 
stands in mortal dread of reality. 

The workings of the speculative brain 
are beautifully shown by the market history 
of Reading. For years the mere possibil- 
ity of “dissolution” were enough to send 
the $4 common regularly above $90 per 
share,—although the value, the date, even 
the fact itself of the “melon” were en- 
tirely problematical, This was the period 
when four was going to be split up into 
two and three, and therefore sold at five. 

At iast the segregation plan is an- 
nounced; the speculator’s dream is finally 
to be realized. The stock of course sells 
down twenty points. Two and two again 
equal four,—or in Wall St. parlance, “the 
good news is out.” This is step two. It 
is the inevitable morning after that follows 
market revelries based on segregations, 
mergers, stock dividends, par value reduc- 
tions, and similar legerdemain. 

Reading, however, has entered a third 
stage—wherein two and two are now worth 
only three. This is the result of litigation, 
that terrible bugbear. Wall Street dotes 
on mysteries, but it dreads lawsuits, Hence, 
the difference of opinion between the com- 
mon and preferred stockholders has de- 
pressed the price of each issue another ten 
points, although the aggregate value 
should remain unchanged, regardless of 
how the “rights” are distributed among 
them. 

Illogical as it sounds, it is undoubt- 
edly true that Reading common would 
be selling higher today if the stock- 
holders had accepted the plan and 
agreed to share equally with the pre- 
ferred, instead of claiming all the rights 
for themselves. This illustrates perhaps 
the strangest aspect of speculative rea- 
soning. Uncertainty is a great stimulus 
for any stock, provided the amount in- 
volved is indefinite and unlimited. But 
as soon as the maximum gain is fixed 
and determined, then any uncertainty 
as. to its realization becomes a serious 
drawback. A stock like General As- 
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phalt, which has never paid any divi- 
dend but which some day may yield 
enormous profits, will consistently sell 
higher than an issue such as White 
Motors, whose $4 dividend, paid since 
organization, is thought to be tem- 
porarily insecure. 

So with Reading. The speculator would 
pay $100 per share for the common, and 
wait five years in the hope that he may 
get something as a melon; but he is unwill- 
ing to pay 67 for the same stock now, and 
wait a few months to see whether his 
“rights” will be worth $16 or $32 per share. 


The Investor’s Chance 


Thus it appears that it was uncertainty 
which made Reading sell too high in the 
past, and yet it is uncertainty which now 





Holders of: 


Baltimore & Ohio 

Chicago, Milwaukee & St. Paul 
Pennsylvania 

will find this article particularly 
interesting in view of the specific 
r ions made for 
switches into: 


Reading Preferred 














makes it sell too low. This strange situa- 
tion has been created by the topsy-turvy 
reasoning of the speculator, and it should 
offer clear-thinking investors an opportun- 
ity to profit from the vagaries of his less 
conservative brother. The best way of 
taking advantage of the low price of the 
Reading issues would be to buy an equal 
quantity of preferred and common shares. 
In that case the investor is assured of the 
same proportion of rights, whether they 
are all accorded to the common or dis- 
tributed equally between the three classes 
of stock. This is true because there are 
the same number of shares of both common 
and preferred. Hence, whatever the owner 
of the combination would lose as a pre- 
ferred stockholder he would gain as a 
common stockholder, ana vice-versa. 

If we follow this suggestion out in con- 
crete form we arrive at some smteresting 
results, One share each of Reading com- 
mon and first preferred can to-day be pur- 
chased for $105 ($6634 and $38%4). This 
combination entitles the holder to subscribe 
to one share of Coal Company stock at 
$4 per share, on any basis of ultimate 


distribution of the “rights.” He can sell 
this one share of Reading Coal for $36, 
thus reducing the cost of his investment by 
$32, i. e., to 73. His one share of common 
will bring him $4 per annum and his share 
of preferred $2, a total of $6 or over 8% 
on the cost. Regarded differently, his one 
share of preferred should be worth at least 
$30—equal to 60 for a gilt-edged 4% pre- 
ferred stock—so that the common stock 
would then cost him only $43. Reading 
common, paying $4, would certainly be an 
attractive purchase at this price, especially 
since the combination would in all proba- 
bility receive other rights—in connection 
with the disposal of the Jersey Central, 
Lehigh and Wilkesbarre Coal, and, perhaps, 
Reading Iron shares. 

Such an operation certainly holds forth 
possibilities of very substantial profit. 
What are the objections? The first is the 
time element—always important. The Coal 
stock has not yet been issued, and until 
these shares are deliverable the profit on 
the rights cannot be realized in cash. The 
confirmed speculator would no doubt be 
deterred by the prospect of tying up his 
funds indefinitely, awaiting the outcome of 
the pending litigation. But to the investor 
for profit the outlook is not so depressing. 
In the first place, the dividend yield on his 
holdings would be 5.65% (before deduct- 
ing the proceeds of the rights) ; and this, 
while fairly low, should be close to his 
carrying charges, now that interest rates 
are coming down. Secondly, the delay in- 
volved is not likely to be unduly pro- 
tracted. Both the Government and the 
company are anxious for a quick settle- 
ment of the dispute. The case comes be- 
fore the Supreme Court this Fall, and its 
decision will be final; so that interminable 
appeals are not to be feared. The Coal 
Company stock will in all probability be 
issued as soon as practicable after the 
court’s decision. Hence, while no definite 
date can be set for the consummation of 
the plan, it would appear to be a question 
of a few months only. The patient in- 
vestor can well afford to wait a moderate 
interval in order to gain a substantial pro‘it 
with small risk. 

The second objection might be thought 
more serious. Suppose the Supreme Court 
sustains the common stockholders and or- 
ders the plan changed? Might not an en- 
tirely mew scheme be proposed, which 
would invalidate the current dealings in 
rights and Reading Coal stock—to say 
nothing of the addtitional delay involved? 
While all this may conceivably happen, it 
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cannot be regarded as a strong probability. 
After all the time and effort that has gone 
into the present plan, it is not likely that 
it will be scrapped entirely. But in any 
eve one basic fact remains: The 
holder of an equal amount of Reading 
common and preferred is assured of 
his pro-rata interest in all the com- 
pan\’s assets and earnings, no matter 
how and when they are ultimately dis- 
tributed. Segregation of some sort 
there is bound to be, and that this will 
involve rights of substantial value is 
scarcely open to question. The pur- 
chaser of common and preferred to- 
gether at current levels is acquiring his 
interest at such favorable terms, con- 
sidering the large equities at stake, that 
he can well afford to await without con- 
cern the outcome of the present litiga- 
tion. He can be confident not only that 
his holdings are worth more than their 
cost to him, but also that in due course 
a plan will be approved and effected 
that will serve to establish marketwise 
the true value of the Reading stocks. 


The Preferred Shares 


While a combination purchase of com- 
mon and preferred would appear the most 
conservative method of profiting from the 
present low price of Reading securities, 
there are also at- 


which then seemed a long way from divi- 
dends. The writer’s advice would there- 
fore be unqualifiedly to buy the tirst pre- 
ferred rather than the second, because the 
former sells lower and has a prior claim 
on earnings. 

Reading first sells at about 38% and 
pays $2 per share, or slightly over 5%. 
But under the segregation plan it is en- 
titled to subscription rights with a present 
market value of about 16. If these rights 
are received and disposed of at this price, 
the cost of the first preferred stock would 
“be marked down to under 23. The $2 div- 
idend would then represent a return of 
practically 9%, which would be much too 
high for a prime security. As stated be- 
fore, the minimum value of this issue, ex- 
rights, should be 30; and it is more likely 
to sell at 32 or 33; to compare with Union 
Pacific preferred at 64, or Norfolk and 
Western preferred at 68. 

If the preferred stockholders are given 
the Coal rights, the issue is thus certain to 
be worth at least eight points more than 
its present price. What are their chances 
of obtaining these rights? The contention 
of the preferred stockholders and t® com- 
pany itself is that, under the laws of Penn- 
sylvania, the preferred and common rank 
equally in every respect, except where 
specifically provided otherwise by the char- 


would certainly favor the upholding of 
the present plan. 

The second point is that even if the 
common stockholders win out in the 
Supreme Court, they may not exclude 
the preferred shares from participating 
in the segregation. For the Company 
has announced that if the preferred 
rights are disallowed it will present a 
new plan which will still permit the 
senior shares to come in on equal terms 
with the common. The underlying fact 
is, that the New York Central and B. & 
O, haye a large interest in Reading, that 
they hold considerably more preferred 
than common, and that they are thus 
throwing their great influence on the 
side of equal participation for all classes 
of stock. With this strong sponsorship, 
the owners of preferred are hardly 
likely to be left out in the cold. 

While we have spoken above of a mini- 
mum profit of eight points, it must not be 
forgotten that this is based on Reading 
Coal rights only, and that still other rights 
are likely to be accorded which may sub- 
stantially add to the value of the preferred. 
These rights are expected to grow out of 
the disposal of the shares of the Jersey 
Central and the Lehigh & Wilkesbarre 
Coal, as ordered in the dissolution decree, 
and also possibly from the voluntary seg- 

regation of the 
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vantageous ex- 
change for various 
wher railroad issues selling at about the 
same price. 

\ few words are necessary regarding 
the relative merits of the first and second 
preferred. Both issues pay the same divi- 
dend of 4%—or $2 per share—and yet the 
second preferred, which is the junior is- 
sue, has for some time enjoyed the higher 
market price. Early this year the spread 
was as much as five points (67% against 
623), but at present the difference is only 
fractional The higher value placed on the 
second preferred is due to a charter pro- 
vision permitting the company to convert 
this issue one-half into first preferred and 
one-half into common stock. But it is dif- 
ficult to see how this mere option on the 
part of the directors can be of any ad- 
var tage to the second preferred sharehold- 
ers. If the option were theirs—as in the 
case of Wabash preferred B—it would be 
a different story. But why should the com- 
pany ever voluntarily take a step which 
would increase its dividend requirements 
nd react in every way against the inter- 
ests of the common stock? The real sig- 
ni cance of this charter provision can ap- 
parently be found in a study of the early 
history of the company, when the preferred 
dividends themselves were -not fully 
earned. At the outset it may have been 
thought of possible advantage to the com- 
pany to reduce the amount of preferred 
stock, by ‘increasing the common. issue, 


ter. Hence subscription rights must be 
accorded on identical terms to all the 
shareholders. The common stockholders 
claim, however, that the Coal properties 
are being disposed of at much less than 
their book value; that consequently the 
surplus of Reading Company will be 
greatly reduced by such sale; but finally 
that this surplus belongs entirely to the 
common shares, because it represents earn- 
ings that could have been all distributed 
in common dividends and in which the 
preferred stock has no interest. 

Not having yet received our appoint- 
ment to the Supreme Bench, we shall 
not presume to decide this pretty legal 
quarrel. But the preferred stockholders 
undoubtedly have two important points 
in their favor. The first is that they 
hold the fort. The official segregation 
plan accords them full “rights.” This 
provision has the approval of the com- 
pany, the Government, even some of 
the large common stockholders. Most 
important of all, it has been approved 
by the U. S. District Court over the 
protests of the dissenting common 
shares. To gain merely permission to 
appeal, the latter were required to file 
an indemnity bond for $750,000. Hence 
it is patent that the weight of authority 
and prior determination is all on the 
side of the preferred stock. As a bet- 
ting proposition, for example, the odds 


ferred stock goes 
without saying. 


Some Suggested Exchanges 


Reading preferred at about 38 must be 
said, therefore, to possess excellent pros- 
pects of substantial profit. Could it not 
be purchased to advantage in place of some 
other railroad issues selling at nearly the 
same price? The first to come to mind is, 
of course, Pennsylvania. The two sstcs 
sell at identical figures and pay the sane 
dividend. How do they compare other- 
wise? 

To begin with, the $2 dividenu on Read- 
ing first is at least virtually assured, while 
the same cannot be said for Pennsy. The 
latter’s stockholders received with their 
last dividend check a note to the effect that 
the payment had not been earned, but had 
been made to maintain the system's credit. 
The past few months have shown a big in- 
crease in Pennsylvania’s net income, but 
this has been achieved (as with other 
roads) largely at the expense of mainte- 
nance. And even with this great improve- 
ment it is doubtful if the current net earn- 
ings on the stock are equal to a 6% annual 
rate. An exchange from Pennsylvania 
into Reading first appears logical, be- 
cause with the same present income 
status for both—the former has better 
chances of a substantial rise through 
realization of the rights, than has Penn- 
sylvania through an increase in the divi- 

(Continued on page 731) 





Real Significance of the July Earnings — 


What Brought About the Tremendous Increase in Net Revenue—The Outlook 


HE operating results of the Class I 

roads as a whole for the month of 

July exceeded the most optimistic 
forecasts and for the first time this year 
were not far removed from what would 
have been equivalent to a 6% return on 
the invested capital. Complete figures 
for all Class I roads for the month of 
July show a total net operating income 
amounting to $69,485,000, compared 
with $52,485,000 in the previous month 
and an operating deficit of $11,000,000 
for the same month a year ago. This 
figure is equivalent to a return of about 
444% on the invested capital. 


The New Factor in the Increase 


It was generally expected that the 
new wage scale which went into effect 
on July 1, would be a very important 
factor in reducing operating expenses 
for the month. It is roughly estimated 
that the saving from this source would 
amount to at least $30,000,000 a month. 
It is a well-known fact that railroad 
maintenance has been considerably 
skimped since the first of the year, and 
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the earnings as reported for July indi- 
cate that this policy is still in effect. 
Gross earnings for the month of July 
were approximately $64,000,000 below 
the gross for the same month a year 


ago, or a decrease of 12.4%. This fig- 
ure, of course, does not represent the 
actual decrease in the volume of traffic 
since a year ago. The figures are really 
not comparable at all because freight 
rates today are at least 15% above last 
year’s and the prices of commodities 
carried by the roads have fallen any- 
where from 15 to 50%. The volume ot 
traffic today is estimated to be about 
20% below last year’s. In view of this 
fact the enormous increase in net oper- 
ating income is even more striking. It 
might be well to call the readers’ atten- 
tion to a discrepancy which exists in 
company and interstate commerce com- 
mission monthly reports. In all such 
cases, it will be found that the com- 
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panies report smaller operating income 
than the interstate commerce commis- 
sion which is due to two different 
methods of accounting. 
panies’ reports is included the amount 
of money expended in excess of current 
maintenance charges, that is the amount 
spent for under-maintenance during 
government control. In the case of the 
interstate commerce commission only 
current maintenance charges were ‘n- 
cluded. In the case of 1920 earnings the 
former method of accounting was used, 
so that a real comparison cannot be 
drawn between this year’s and last 
year’s earnings. 


A Summary of the Situation 


All™ the facts tend to becloud the 
real situation and it is indeed a difficult 
task to ascertain just what is really go- 
ing on. There are a few salient fea- 
tures, however, which stand out quite 
clearly, and they are as follows: 

Further economies in railroad opera- 
tion and the wage cut practically ac- 
counted for the entire improvement in 
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railroad earnings in the month of July. 
Maintenance charges have been light 
for the entire year and have been a very 
important factor in keeping the net op- 
erating results up. To just what extent 
maintenance charges are being deferred 
is hard to say for comparison with pre- 
vious years means very little. The most 
important development of the past few 
weeks, however, is the increasing move- 
ment of corn, wheat and cotton. Car 
loadings for the last week of August 
was approximately 5% above the first 
week of that month. Volume of traffic 
throughout the country has shown signs 
of gradual improvement and for the 
first time this year, there seems to be 
some definite signs of better business. 
This, of course, is what is really needed 
to bring the roads back to a profitable 
basis of operation. Without a decided 
improvement in traffic the outlook for 
the rails would be anything but bright, 


and the July earnings bring little of 
comfort. 





In the com- 
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Eastern Roads 


Delaware & Hudson’s net operating 
income improved considerably over the 
previous month. This road is now 
earning at an annual rate of over $2 in 
excess of the yearly 9% dividend. Earn- 
ings for the seven months were at the 
annual rate of $7,180,000 compared with 
a government guarantee of $7,409,600 

Delaware, Lackawanna & Western’s 
net also improved considerably and the 
road is also now earning in excess oi 
the annual dividend rate of $10. Earn- 
ings for the seven months were at the 
annual rate of $12,380,000, compared 
with a standard return of $15,749,000. 

Erie continues to pursue the even 
tenor of its way, that is to say, reports 
a deficit for the month of July. Earn- 
ings for the seven months were at the 
annual rate of $526,000, compared with 
a rental of $15,841,263. 

New York Central’s earnings while 
not as good as in the month of June 
were still extremely satisfactory. Gross 
earnings declined about $1,500,000 from 
June and net earnings amounted to $4- 
744,511, compared with $5,674,643 in the 
previous month. Earnings for the seven 
months were at the annual rate of $41, 
800,000, compared with a government 
guarantee of $57,690,588. 

Pennsylvania reported a substantial 
improvement in net over the previous 
month. Net operating income amounted 
to $6,600,000 compared with $5,020,549 
the previous month. Earnings for the 
seven months were at the annual rate 
of $34,000,000, compared with a standard 
return of $67,126,463. 

Coal Carriers 

Baltimore & Ohio reported an in- 
crease of about $1,700,000 in net over 
the month of June on about the same 
volume of traffic. Net operating income 
for July was slightly in excess of $2, 
000,000. Earnings for the seven months 
were at the annual rate of $18,400,000, com- 
pared with a rental of $28,031,146. 

Chesapeake & Ohio’s gross and net 
earnings fell below the previous month's 
level, but the showing was a_ good 
one, nevertheless. Net operating income 
amounted to $1,534,566 compared with 
$1,944,753 in June. Earnings of this 
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road are running considerably in ex- 
cess of what is required to pay the 4% 
annual dividend which was passed last 
June. 
" Lehigh Valley’s net operating income 
increased over June, although gross 
ings were slightly below the pre- 
is month’s earnings. The road has 
succeeded in wiping out the accu- 
ated deficits and earnings for the 
seven months are now running at the 
annual rate of $160,000, compared with 
covernment guarantee of $10,820,000. 
Norfolk & Western’s net earnings in- 
sed from $1,247,706 in June to $1,- 
00 in July. Earnings for the seven 
months were at the annual rate of $11,- 
00 compared with a standard re- 
tury of $20,634,142. 


Southern Lines 

Atlantic Coast Line on $500,000 less 
‘ross. business than in the previous 
month made an even poorer showing 
than in June when net operating income 
amounted to $75,806. The road reported 
an operating deficit of $215,425 in July. 
Earnings for the seven months were at 
the annual rate of $5,000,000, compared 
with a standard return of $10,180,915. 

Louisville & Nashville’s net operating 
income improved to the extent of about 
$1,300,000 in July compared with the 
previous month, In June the road re- 
ported an operating deficit of $474,769 
which was turned into operating income 
amounting to $869,369 in July. The 
road has not yet been able to wipe out 
this year’s accumulated deficit which 
now amounts to $1,719,844. 

Southern Railway’s earnings for July 
improved slightly over the month of 
June. Net operating income amounted 
to approximately $1,163,008 compared 
with $1,098,957 in the previous month. 
Earnings for the seven months were at 
the annual rate of $6,300,000, compared 
with a government guarantee of $18,- 


660,883. 
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Southwestern Roads 

Chicago, Rock Island & Pacific made 
another very substantial gain in gross 
and net earnings for the month of July. 
Gross was about $500,000 ahead of the 
previous month and net operating in- 
come increased about $800,000. Earn- 
ings for the seven months were at the 
annual rate of $13,000,000, compared 
with a rental of $15,880,681. 

Kansas City Southern reported no 
change of any consequence in either 
cross or net earnings for the month of 
July. Earnings for the seven months 
were at the annual rate of $5,075,000, 

ympared with a government guarantee 

* $3,535,427. 

Missouri Pacific also reported a fairly 

ood gain in gross and net over the 
revious month. Gross earnings in July 
mounted to $8,959,260 compared with 

8,584,383 in June, and net amounted to 
798,175 compared with $258,630. Earn- 
ngs for the seven months were at the 
nnual rate of $5,500,000, compared with 

standard return of $13,978,029. 

St. Louis-San Francisco reported a 
slight improvement in gross and net 
over the previous month. Earnings for 
the seven months were at the annual 
rate of $17M"°M, compared with a 
rental of $13,357,260. 


for SEPTEMBER 17, 1921 


St. Louis Southwestern reported prac- 
tically the same amount of gross and 
net as in the previous month. Earnings 
for the seven months were at the annual 
rate of $3,600,000, compared with a gov- 
ernment guarantee of $3,910,914. 

Texas & Pacific, on approximately 
the same amount of gross as in the month 
of June, reported an increase slightly over 
$300,000 in net. Earnings for the seven 
months were at the annual rate of $2,- 
730,000, compared with a standard return 
of $4,107,432. 


Western Carriers 


Chicago & Eastern Illinois reported a 
balance of $275,136 after taxes and hire 
of equipment charges in the month of 
July, which reduced the accumulated 
deficit for the year to $105,186. 

Chicago, Milwaukee & St. Paul re- 
corded a further improvement in net 
éarnings, although gross was slightly 
lower than in the month of June. Ac- 
cumulated deficit for the seven months 
to July 31, amounted to $1,794,056. 

Chicago & Northwestern’s earnings 
improved considerably over the pre- 
vious month. Gross amounted to $12,- 


215,106 compared with $11,864,185 in 
June, and net amounced to $1,955,965 
compared with $894,038. The accumu- 
lated deficit for the seven months 
amounted to $1,611,090. 

Colorado & Southern did a consider- 
ably larger volume of business in July 
than in the previous month and net 
operating income increased from $52,- 
676 to $452,900. Earnings for the seven 
months were at the annual rate of $5,- 
000,000, compared with a government 
guarantee of $4,724,965. 

Great Northern reported another im- 
provement in earnings and the accumu- 
lated deficit for the seven months was 
reduced to $538,012. 

Illinois Central’s excellent earnings 
for the entire year continued to hold up. 
Net operating income increased about 
$500,000 over the previous month, Earn- 
ings for the seven months were at the 
annual rate of $20,820,000, compared 
with a standard return of $16,282,373. 

Northern Pacific reported net operat- 
ing income of approximately $1,000,000 
in July, compared with an operating 
deficit of $624,329 in the month of June. 

(Continued on page 736) 





Road 
Atchison ........ BGgsecéues 
Atlantic Coast Lin 
Baltimore & Ohio 
Canadian Pacific 
Chesapeake & Ohio banewe o* 
Gia Oe By TA aoe ve ccevoccedctececseces 
Chicago Great Western .... 
Chicago, Mil. & St. Paul 
Chicago North Western ....... 2.665 cccccenues 
Chicago, RB. I. & Pacific. ..... 1... 66. ccceneeees 
Cleve., Cin., Chic. & St. L........-...++. : 
Colorado & Southern 
Delaware & Hudson 
Delaware, Lack. & Western ...... 
Erie 
Geeed WeeMG occ ccoccdedecctccccevcccees 
Illinois Central 


Lake Erie & Western ............. 
Lehigh Valley 
Louisville & Nashville 
Minneapolis & St. Louis 
Missouri Pacific 
New York Central 
N. Y¥., Chicago & St. Louis... 
N. ¥., New Haven & Hartford 
N. Y¥., Ontario & Western ... 
Norfolk & Western ....... ‘ 
Northern Pacific 
Pennsylvania 
Pere Marquette 
St. Louis, San Francisco 
St. Louis Southwestern 
Seaboard Air Line 
Southern Pacific 
Southern Railway 
Texas & Pacific 
Union Pacific 
Wabash 
Western Maryland ............... 
Western Pacific 
Wheeling & Lake Erie 
*Six months’ earnings latest available. 
(a) $50 par value, 


preference stock. 





ANALYSIS OF RAILROAD EARNINGS FOR FIRST 7 MONTHS OF 1921 


The following table is compiled on the assumption that the first seven months represent 
52.5% of the traffic year, as they did in the test period: 


(c) Without oil income and after capital adjustments, 
of 50% of interest charges of the 5% income mortgage bonds, after all other interest charges. 
(e) Including Denver & Rio Grande and after proposed adjustments. 
(g) On the €% preferred stock. 


% Charges $ Per Sh. $ Per Sh. 
Net Oper. Def, Earned on Pfd on Com, 
oeweb $14.05 
honed ane 3.10 
93% bene 
oir tin 9,65 
ieneee 6.40 
$105,186 - 
peéeeb 66 
1,794,056 
1,611,090 sede 
Cacsee sees (gs) 1.55 
sudene 97 o0d eens 
9,00 
pesces 11,05 
: a) 11,25 
aainee 5 
588,012 os 
sepene 14.35 
sashee 8,35 
261,951 °° 
sabnsapis 3 
1,719,844 
813,207 
een 58 oy 
ovabes 3.00 
Seecve (b) 9.80 
4,251,487 =? 
uae 5.00 
£60,776 wade 
ous 100 *- 
saehat 50 
5.05 
. 2.50 
19 9 cee 
baa (ec) 4.80 
47 
(a) 50 . 
suas 7.50 
57 sane 
ane (h) 4.00 
(e) 61 S666 
ace bhée (f) 1,19 
(b) After 5% on the common stock, all classes of stock share equally. 
(ad) Earnings are at the annual rate 
(f) On the 7% prior 
(h) On the 4% 2nd preferred stock. 




















Bonds Resume Upswing 


CTION of the bond market during the 
Fein fortnight has strengthened confi- 

dence in the future of prices. Al- 
though substantial advances have been 
registered since the upward movement be- 
gan several weeks ago, there has been no 
indication of any important lull in de- 
mand; in fact, the demand has continued 
heavy enough to maintain prices at or 
near their high levels—and in not a few 
cases it has resulted in new highs for the 
movement. 


Timeliness of the Guide 


The action of the MaGazINne in in- 
augurating the Bond Buyers’ Guide (ap- 
pearing on the opposite page) in its prés- 
ent form in the issue of June 25th has 
called for many expressions of approval 
from readers since that time. What was, 
at best, a confident belief then is now 
proven to be a fact, i. e., that investors 
have use for a Guide of this character to 
assist them in the selection of their bond 
investments. 

Developments since the twenty-fifth of 
June have also indicated that the issues 
included in the Guide, as well as the 
order in which they have been recom- 
mended, were well thought out. Thus, 
the Armour & Co. real estate 4%s, 


originally recommended as first choice in 
our gilt edge group at the price of 77%, 
sold during the past fortnight at 82. 
American Telephone & Telegraph 5s of 


1946, recommended in June at 81% are 
now selling in the neighborhood of 87. 
Wilson & Co. Ist 6s, first choice among 
the “middle-grade” industrials at 84, can- 
not now be had for less than 87. Thus 
through practically the entire department 
the securities recommended have ad- 
vanced considerably—and, to a remark- 
able degree, in accord with the prefer- 
ences as shown. 

It is believed that the Guide in its pres- 
ent form will meet the requirements of 
practically all investors. It is not our in- 
tention, however, to rest there. A new 
feature, which will make the Guide of 
even greater value, both as a record and 
as a practical help in the selection of se- 
curities, will be introduced in the very near 
future—in our forthcoming issue if that 
proves possible. The feature will be a 
new column of figures, showing, in the 
case of each, individual bond: (a) the 
lowest number of times; (b) the highest 
number of times and (c) the average 
number of times by which bond interest 
has been earned during the period of the 
last ten years. 

This new feature of the Guide will 
have, we think, many points in its favor. 
But what commends it most strongly, per- 
haps,. is the fact that it will provide 
readers with data that will help show 
them why our selections are made and 
why the bonds are recommended in the 
order in which they are recommended. In 
other words, instead of merely saying, 
through our Guide, “Here, this is the 
bond we would recommend your buying 
at this time,” we will amplify the advice. 

Readers will recognize from the above 
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All Groups Firm to Strong 


-that we believe as thoroughly as ever in 
their desire to think for themselves. 


Foreign Bonds Strong 


Among the features of the market dur- 
ing the past fortnight, strength in foreign 
government bonds has attracted attention. 
The French Government 8s, maturing in 
1945, were particularly active, moving up 
from 997¢—as per our last Guide—to a 
recent high point of 101%; and the 6% 
Kingdom of Belgium issue advanced from 
94% to as high as 95%. Throughout the 
rest of the Government bond list, barring 
another advance of 1% points in the 
United Kingdom 5%s, firmness was the 
keynote. Only two price -recessions were 
noted and these were confined to small 
fractions. 

No outstanding developments have oc- 
curred during the fortnight to influence 
as an individual group these Foreign Gov- 
ernment bonds. There has been some ir- 
regularity in foreign exchange move- 
ments, Continental exchanges, particu- 
larly German marks, having weakened 
somewhat while the pound sterling has 
ruled firm to strong, but these can hardly 
be cited as factors influencing the market 
for the bonds. Evidently they have simply 
shared in the generally improved invest- 
ment demand. 


Railroad Bonds Strong 


Railroad bonds, especially those in our 
Gilt Edge group, ruled quite strong 
throughout the two weeks’ session. Fol- 
lowing are some of the price changes 
recorded in this group in recent weeks: 


Bond July 19 
B. & O. 3%s 78% 

S. Pac. Ist 4s 75% 77% 
D. & H. Ist 4s 80 
CRSP. 4... 71 73 


During the fortnight, the advances that 
took place in the Gilt Edge railroad 
group amount to from % of a point to as 
much as 1% points, the latter move oc- 
curring in the Southern Pacific issue .car- 
ried as third choice in our Guide. 

Continued strength in railroad bonds in- 
dicates that the investing public has acted 
on the same theory as that suggested in 
these columns last issue, i. e., that, al- 
though plans for funding the railroad- 
government obligations may have been 
temporarily delayed, the success of the 
railroad executives in cutting down ex- 
penses and increasing earning power is a 
factor which more than compensates. A 
close analysis of railroad earnings for the 
seven months through July is contained in 
another page of this issue; it is enough to 
say here that indications point to total net 
operating income of nearly $70,000,000 for 
the Class I roads in July, as against $51,- 
000,000 in the previous months and an 
operating deficit of $11,000,000 for the 
same month a year ago. It should also 
be pointed out, as our railroad analyst has 
done, that a considerable improvement 
has occurred in car loadings. 
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Industrial Bonds 


In the industrial section, a decline of 
2% points in National Tube 5s of 1942 
may have attracted some attention. The 
movement need not be considered of great 
significance for two good reasons: first, 
these bonds are closely held and inactive: 
hence, price changes between transactions 
are likely to be comparatively wide; sec- 
ondly, since July, these bonds have moved 
up from 89 to above 94; hence a reaction 
was natural. 

The rest of the industrial list was firm 
to strong in spots, with the best advances 
in those issues listed in our Middle Grade 
group. The feature of the latter group 
was the International Mercantile Marine 
6s, of 1941, which moved up over 2 points 
from around 75 to above 77. _ 

These upward movements in industrial 
bonds, coming after many months of |i- 
quidation have not surprised close ob- 
servers. Developments of the last few 
weeks have been such as to warrant new 
confidence in the future of business and 
therefore in the obligations of business 
concerns. The substantial recoveries re- 
corded in cotton and grain are expected to 
restore confidence and business activity in 
the South and Middle West, and it is nat- 
ural to expect that improvement in these 
sections will gradually extend itself else- 
where. 

Industrial bonds are still available at 
remarkably attractive yields. Carefully 
selected issues, purchased at these levels, 
seem likely to prove profitable, 


The Future of Prices 


Bond investors are naturally interested 
in the broad economic trend as the basic 
influence upon bond prices. Therefore, we 
believe the following extracts from a 
recent address before the West Virginia 
Bankers’ Association made by Benjamin 
M. Anderson, Jr., Ph.D., economist of the 
Chase National Bank, will be found of 
especial interest at this time. The subject 
of Dr. Anderson’s address was “What Are 
‘Right Prices’ ?” 

The question of right prices has 
been discussed too much as if it were 
a moral question. In the Middle Ages 
it was chiefly discussed by clergymen and 
largely on a theological basis. The idea 
that prices are morally right or wrong 
just or unjust, is an idea which has rea 
meaning only in the case of a very narro\ 
market, as a local retail market, where on 
party to a buying and selling contract i 
pretty much at the mercy of the other 
But in the great markets, where there ar 
many buyers and sellers, questions o 
moral right and wrong have little to d 
with the matter, The question is an eco 
nomic question. Those prices are right 
from the economic standpoint which kee; 
the industrial machinery moving. “Right 
Prices’ may be defined as prices which 
will move goods, The way to reach right 
prices and to find out what right prices are 
is to have a flexible, competitive, two-sided 
market, and to let prices go up or down in 
such a market until supply and demand 
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become equalized. Then goods will move, 
the markets will be cleared, new supplies 
will be called for, and business activity 
will go on. If prices are held above the 
point which open, two-sided competition 
would bring about, the tendency is for 
consumption to fall off and for stocks to 
accumulate, creating a glut. If prices are 






ime of 















1942, artificially set below the level which open 
, the market conditions would bring about, the 
Scat tendency is for consumption to go too fast 

irst, and for production to be checked, leading 
tive; to a scarcity. If prices are left free from 
ctions artificial control, however, and if sellers, 
See as well as buyers, really compete vigor- 
eves ously and effectively with one another in 
nti the price-making process, right prices can 

be reached and business revival can come. 
hrm We have undoubtedly made progress in the 
ances direction of right prices in recent months, 
wade and business revival is consequently just 
roup that much nearer. There remain, how- 
arine ever, six main classes of resistance points : 
-_ 1. The prices of finished manufactures 
are still much too high as compared with 

trial farm products and raw materials. 

m 2. Retail prices have not yielded ade- 
We quately. 

Cw o . 

new 3. Wages are still too high by and 
and large, though scaling down of agricultural 
ness wages in the South has gone very far, and 





agricultural wages have yielded greatly in 
some other parts of the country. But 
wages in manufacturing industries gen- 
erally, and very especially wages on the 
railroads, in the bituminous coal fields, 
and in the building trades, are still much 
too high. 

4. Building materials are too high. 

5. Steel has not yielded adequately. 

6. Railway rates on steel, building ma- 
terials, and other bulky goods are much 
too high, though some readjustment has 
been made. 

Right railroad rates from the standpoint 
of the railroad company itself are rates 
which will move traffic, rather than rates 
which stop traffic. The old-fashioned 
railway rate-makers knew this. They 
made their rates, not wholesale, but piece- 
meal, with reference to “what the traffic 
would bear,” and found it best for the rail- 
roads themselves to charge low rates on 
bulky stuff, which would cover the direct 
costs of moving the bulky goods, together 
with some contribution to the overhead ex- 
penses of the railroads, rather than to 
harge much higher rates at which the 
bulky goods could not move in volume. 

Right wages are wages at which full 
mployment can be brought about. It is 
far better that labor should have full em- 
ployment than that a part of the labor 
force should be employed part of the time 
at very high wage rates. We cannot ban- 
ish moral principles from the determina- 
tion of wages, as we can from the de- 
termination of market prices of goods. 
But the very best friends of labor must 
appreciate that wages which are so high 
as to make it impossible for employers 
to produce goods at prices which the mar- 
ket will pay are of no advantage to labor. 
The far-sighted business man will not be 
eager to reduce wages more than is neces- 
sary. The far-sighted union leader will 
seek to reconcile his followers to such 
wage readjustment as is necessary to fa- 
cilitate business revival, knowing well 
that a prolonged depression would lead to 
disastrous breaks in wage standards. 
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Apx. Price Apx. —— 





Foreign Governmen 
U. K. of Ge. Beitain & tveland (0) Siac 1887 1 Fe) 2 ee 89 
i i rr in «bende ascend bhgeauseheveee. o6eecene 88 
City of Copenhagen (b) 544s, 1044... 2... ccc ccc ccc ccc mc ccuucs 79% 
ee UD GE, GIES voc cencccconetedeeencosécceccoscccs 90 
ES Eats ook hed cneeedecnakaeeeeeenesesdeseceset 69%, 
og & 2 BS EPPS RRS Hartt pyens Ser ooent 100% 
ee Se CM, I ice ne cen wend ac kane e@een 99, 
Danish Municipal 8. K. (b) 8s, 1946......... 0... cc ccc cuecccccwees 102 
MORE SPECULATIVE 
eens Coenen ND Ge, BO a on a osc cccccndiieces soduledbcecececce 101 
ey er 6 a « 5 oes nceepeccentbeboneazens 951, 
i UN OE TN os od oo ccoebe sun vdecscccetens'cc 87% 
Republic of _ DE EU dee Ghwdeteesedéesbecocesénnasennncs 98%, 
+ aa rs a, OE hale | oan canncanecntaceececnsneden 97% 
. of Brazil 8s, Spetvthiabe chdcstbbocsdestettevicteccddbccéote 99% 
GILT EDGE. 
Railroads. 
Balt. & Ohio 8S. W. Div. (b) Ist Mtg. 8%s, 1025................... 83 
Delaware & Hudson (a) Ist & Ref. 4s, 1948...... 0.0.06. cce ccc 78% 
Southern Pacific (b) Ist Ref. 4s, 1056... .... 0.0... ccc cseeccccuccee 77% 
Chic., Burl. & Quincy (a) Genl. Mtg. 4s, 1958..................... 79% 
Union Pacific (b) Ist Mtg. & L. G. 4s, 1947... 2.0... ccc cece ence 82, 
New York tral (a) Genml, Mtg. 3%s, 1907..... 2.2... ccc cece e eee 665, 
Ches. & Ohio (a) Genl, Mtg. 4445, 1908. ... 2.6... c cues 7 
Atlantic Coast Line (a) Ist Mtg. «, = pebeetbdincadeceséecenthe 79% 
Pennsylvania Genl. (a) Mtg. 4%45, 1065. ..... 66... weee 801, 
- BO SY} UC _ Seppe wpemrescnsenesreneee: 73% 
Norfolk & Western (c) Cons, 4s, 1996.... 2.2.6... ccccccccueuccccce 78% 
tral R. BR. of NW. J. (a) Genl. Mtg, 5s, 1987............cc ce cues 96 
SD I, CIE. II: «cc cn nccccecheueenececsdeccoctece 78% 
OGhic., RB. I. & Pacific (a) Gen. 5, 1068..........cccccccccccccccecs 72% 
Industrials, 
bi YY & EF “S Seer ae eee 81\ 
Pe E,W a... a cin canmneradoudsne 
PD SO CRM, Bs... cicccescccemecceccoeceecceess % 
YO as nn ode ic ncccsbctesudeddsetcoevetones 91% 
i a i Se Ch Mic... . cn cues pceevebbedeeee ches % 
ey Sn Ce a des daks te cccacenemocsescemaceestave 91% 
MS ns nn onan. cnchiuccebebedeencecloees 8944-85 
tne ode. tan cin occ chain Oebetndsceseeedes 
ny in Mn adn enans ageuee eee tenaetadtanencenesoce 98 bid 
Public Utilities, 
Amer, Tel. & Tel. yd + BOER, oc vvcsccccccdeces fOOOS9O988 5) cas 86 
i i Mi chad on. odes onckncmumenedaneeseenes cha 93% 
Pac. Tel. & Tel. (a) _ 1987..... insieannndneaaeeencesdnasnendnn 85% 
i ee i Ml occa cssecccedondeesestcenevendeus 83 
yr ih ML on sc ntccencccsesoteccnscanceshesosne 863, 
re MP i, Mss dn cocci cecced ot esteeseseecocuce 87 
Oe WD GD GUND, Bee ec ccccccccccccccesccccscoceces 80 
See We Gs Me Mit Se GE BS GED GR, Bee ccvcccccocccccceccceccocce 86 
MIDDLE GRADE. 
Railroads. 
Tilinois Central (b) Col. Trust 4s, 1952.............cccecceee 73 
Southern Pacific (b) Col. Trust 4s, 1949 72 
Balt. & Ohio (b) Ist Mtg. 4s, 1948.... 2.2... ccc ceeee 70% 
Norfolk & Western (a) Conv, Gs, 1929... 2.2... cc ccc ee cw eecccnues 108 
I se ecu eeeees 65% 
St. Louis, San Franc. (c) Prior Lien 4s, 1950.........5.....00ecccce 621, 
Clevel., Cinn., Chic. & St. L. (a) Deb. 4%s, 1981.................. 78 
_ Ey, ff 2 aes 83 
Pere Marquette (c) Ist Mtg. 5s, 1956... 20... 6. ccc ccc eu ct enuee 61% 
Kansas City Southern (a) Ist Mtg. 3s, 1050... 22.2.0... ccc cee n eee 57% 
Pennsylvania (a) Genl. Mtg. 5s, 1968... 22... ccc ccc cnn uuncuee 87% 
St. Louis Southwestern (a) Ist Mtg. 4s, 1939..... eeeeccccesersecees 67% 
Industrials. 
ey i Me a 6 0 ncn knob cd buy acccencbeedeeanive 86% 
Comp. Tab. & Recording (b) Gs, 194]... ..... 6... ccc ccc ceceesecceeee 79% 
Adams Express (b) 4s, 1948............ schinedilate: vin tans debesadien 61 
es ee, ME no a as ic cna codon nts escetoutdsouces 77% 
rr eS, Mn. cc cccemevccescoeesesceee 104% 
Du Pont de Nemours (c) 7%s, 1981..... slanddnt ede cede ddiewdel 98% 
ED RS - ee 74% 
Bush Terminal Bldg. (a) _ SP eauiite énqdditnd*: cccendstencoact 738% 
RE eae 78% 
Amer. Smelting & Medning ir wh Sh. dns Géuinens ene 0denneuneesin 77% 
EE WE AEE» ownnd seb ede ceccédbeoccesedcueddecandas 102% 
Public Utilities, 
rr er a, ioc cnsem cbacbecesescecoes 80 
ee Ce COD Me ME, os colic cccededoeseevcdeuseééecces 84 bid 
rr rr Se Ce Mh. Mens scodcccevsecccsedcbecsoncsce 
ET re 82 bid 
ee er i PS ee, ee cc cescccecnesOcee 79% 
Cumberland Tel. & Tel. (b) 5s, 1987.... 2.0... . cc ccc ccc ececeweeees 79% 
SPECULATIVE 
Railroads. 
Western Maryland (a) Ist Mtg. 4s, 1952... 0.0.2... ec cc eens 89% 
ee Oe nce wecctccecccoveecean 54% 
St. Louis Southwestern (a) Cons. Mtg. 4s, 1982............. pam es 64% 
St. Louis, San Francisco (c) Adj. Mtg. @s, 1955.................4.. 6814 
Southern Railway (a) Genl. Mtg. 4s, 1956....... 2.0.0... . cece cence 58, 
Missouri Pacific (b) Genl. Mtg. 45, 1975... ... 20... 6c c ccc wnues 54 
Carolina, Clinch & Ohio (c) Ist Mtg. 5s, 1938..... ee aS 72%%-75 
Minneapolis & St. Louis (a) Cons. Mtg. 5s, 1984...............455. 6814-72 
Denver & Rio Grande (c) Ist Ref. 5s, 1955...... 2.6... ccc ccc cues 44, 
Industrials. 
American Writing Ry = i> ah. w0endense 0e6s egneeeens seen 70% 
Chile Copper (b) 6s, 1932.. Pentre 6cbeuedenms 70% 
Va, Carolina Chemical (ec) Ts. ins bain ae-b65500—nes* ancien 91 
i ee ONT ME ME oc ccecchooccvessssocevoaesceteses 74 
ee ia voce wiebetdoastenton 55% 
Public Utilities. 
Hudson & Manhattan (c) Rfdg. 5s, 1957 .. 67% 
Intr. Rapid Transit (a) 5s, 1966......... 53% 
Third Avenue (b) Rfdg. Se Serer 51 
Public Service Corp. of N. J. (a) 5s, 195 67% 
Va. Rwy. & Power (a) 5s, 1034........... 66 bid 


(aa) Lowest denomination, $5,000, 
(a ) Lowest denomination, $1,000, 





(b) “Lowest “denomination, $500. 
(c) Lowest denomination, $100. 
(d) Lowest denomination, $50, 








SOS SAA ASSASAIS, 
SSSSbS SS SELES 


co 
eeeno4«a 


FPF SP SSS SFOS SS 
SSSSSSESSSSSSS 


SSSSRSseQ 381 seeesk 


AP PSPAAB TASS 
SISSSSSESESS 


owe oe? 
waaeoausancoe 


NP SSAAASASA 


APesem 
Saeass 


— 


: AAP Ole 
S11 Sk8esss 


S4ee3 Seess = 
Sessa ssasa 




















Two Investment Programs 


Lists Compiled for Short-Term or Long-Term Purposes 


HIS article is intended for the con- 
sumption of two general types of 
bond buyers. 

The first section of the article is de- 
voted to the interests of those in search 
of good, short-term investments. 

The second section for those in 
search of long-term investments. 


Who Should Buy Short Term Issues? 

The persons to whom. short-term 
issues should have the greatest appeal, 
naturally enough, are those who expect 
to have need of their principal for other 
purposes in the not-far-distant future. 
They are in the class occupied by the 
writer of the following ‘letter, typical 
of many recently received in this office: 

“T have $30,000 lying dormant at the 
present time. I have hesitated to in- 
vest it in bonds because I have several 
obligations to meet at different periods 
for the next six years and must have 
money available. It is only drawing 
314% in the bank and I know that there 
are many high-grade bonds in which I 
could invest this amount so that my 
present income would be greater and 
also so that I could meet my bills when 
they come due. Please advise me how 
to invest this money.” 


Many Issues Available 


It is a mistake to assume that there 
are not plenty of short-term bonds to 


By J. A. JACKSON 


be had. There are dozens of them. 
The writer has contented himself with 
selecting thirty-seven, which he pre- 
sents for consideration in an accom- 
panying table (Table No. II). 

It is believed that these bonds come 
up to the requirements of practically 
any investor in search of early maturi- 
ties without over-great sacrifice in 
yield and practically no sacrifice in se- 
curity. They represent companies: 

(1) Whose balance sheets disclose a 
strong treasury position. 

(2) Whose position in their respect- 
ive lines of industry is assured. 

(3) Whose products are fundamental 
—that is, sufficiently in demand in nor- 
mal times to assure profitable employ- 
ment of the capital invested. 

Investors wishing . more detailed 
description of the issuing companies 
are respectfully referred to their files of 
THE MAGAZINE OF WALL STREET, space 
not permitting individual analyses here. 


How the Bonds Are Divided 


A study of Table II will reveal that 
it is compiled with a view to showing 
all the data necessary to investors. 
Character of the bond, interest rate, 
yield to maturity, denominations, etc., 


‘are given. 


Furthermore, the issues contained in 
the table are grouped according to the 


years in which they mature. Thus, the 
investor who will want his money back 
in two years can find bonds suitable for 
the purpose; so can the investor who 
will not need his funds for seven years 
—or nine. 


Yields from 6% to 9.60% 


It will be seen that a great sacrifice 
in yield does not necessarily attach to 
the purchase of a short-term bond 
Without jeopardizing his funds, the in- 
vestor will find that, among issues ma- 
turing in not more than nine years, 
there are yields to be had of from 6°% 
to as high as 9.6%. 

Contrasted with the 3%4% the cor- 
respondent above quoted says he is get- 
ing from his bank, these incomes ar 
at least, attractive. 

It is also permissible to point out 
that the lists were compiled with His 
Majesty, the Small Investor, in minx 
The effort has been made to extend the 
usefulness of the table as well to per- 
sons of small means as to those more 
fortunately situated. 


Certificates of Indebtedness 


Table No. I lists the certificates of 
indebtedness of the United States Gov 
ernment. The table was prepared and 
is hereby extended to readers of this 
magazine in the belief that certificates 








Issue 
1921 


American Tobacco Company 
Consolidated Gas Co 


Sears, Roebuck & Co 


IDo@w-l 


1922 
American Telephone & Telegraph 
American Tobacco Co 
Bethlehem Steel Corp 


R. J, Reynolds Tobacco Co 

Sears, Roebuck & Co 

Edison Electric Illuminating Co., Boston 

Edison Electric Illuminating Co., Boston 
1928 

American Tobacco Co 

Bethlehem Steel Corp 

Cudahy Packing Co 

Proctor & Gamble Co 

Sears, Roebuck & Co 

Texas Company 

U. 8. Rubber Company 

Pennsylvania Railroad Co 

Kingdom of Norway 
1924 

American Cotton Oil Co 

American Telephone & Telegraph Co.... 

Canadian Pacific Ry 

Federal Sugar Refining Co 


QAeADAaAa]S 


Dw dd od dd 


1925 
Aluminum Co. of America 


Standard Oil Co. of N. ¥ 
Swift & Company 


Consolidated Gas Co. of N. ¥ 
Copper Export Association 


St @towadas 


aa «aa 





Rate % 


PS 


TABLE II—SHORT-TERM PROGRAM 


Interest Dates Dated 


Maturity 


Approx. 
Denominations Price Yield 


March 1-Sept. 1 


June 1-Dec. 1 
April 1-Oct. 1 


April 1-Oct. 1 
March 1-Sept. 1 


January 15-July 15 


March 1-Sept. 1 
February 1-Aug. 1 
April 1-Oct. 1 
February 1-Aug. 1 
February 1-Aug. 1 


March 1-Sept. 1 
January 15-July 15 
January 1-July 1 
March 1-Sept. 1 
April 1-Oct. 1 
March 1-Sept. 1 
June 1-Dec, 1 
May 1-Nov. 1 
February 1-Aug. 1 


March 1-Sept. 1 
February 1-Aug. 1 
March 2-Sept. 2 
May 1-Nov. 1 


May 1-Nov. 1 
April 1-Oct, 1 
January 2-July 2 
April 1-Oct, 1 
April 1-Oct. 1 


Feb.-May-Aug.-Nov. 1 
5 


Feb. 15-Aug. 1 
January 2-July 2 


January 1-July 1 
January 1-July 1 


January 1-July 1 
May 15-Nov. 15 


November 1, 1918 


December 1, 1918 
October 15, 1920 


October 1, 1919 
November 1, 1918 
July 15, 1918 
March 1, 1918 
August 1, 1919 
October 15, 1920 
February 1, 1917 
July 1, 1919 


November 1, 1918 
July 15, 1918 
July 15, 1918 
March 1, 1918 
October 15, 1920 
March 1, 1920 
Nov. 6, 1918 
May 1, 1893 
February 1, 1916 


September 2, 1919 
February 1, 1919 
March 2, 1914 

November 1, 1919 


November 1, 1920 
April 1, 1920 
January 2, 1921 
October 15, 1920 
April 1, 1905 
February 1, 1920 
February 15, 1921 


January 2, 1921 


January 1, 1919 
January 1, 1919 


July 15, 1920 
May 15, 1920 


November 1, 1921 
December 1, 1921 
December 1, 1921 
October 15, 1921 


October 1, 1922 
November 1, 1922 


ugus' 
October 15, 1922 
February 1, 1922 
February 1, 1922 


November 1, 1923 
923 


923 
February 1, 1923 


September 2, 1924 
February 1, 1924 


March 2, 1924 
November 1, 1924 
November 1, 1925 
A 1925 


January 1, 1925 
October 15, 1925 


February 15, 1925 
January 2, 1927 


January i, 1929 
January 1, 1929 


7 15, 1980 
May 15, 1980 


1,000 


1,000 
100—500—1, 000 
100—5C0—1,000 

,000 


6,35 
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of indebtedness rank among the most 
desirable short-term investments of 
modern times. 

Too little is known of the character- 
istics of these certificates. They should 
be more fully and more frequently de- 
scribed, as should the other obligations 
of this Government. They represent, 
certainly, the wealth of the country 
and the integrity of its people. They 
should be more popular. 

suffice it here to point out, however, 
thet these certificates offer investors a 
short-term investment of the very high- 
est grade, and can be obtained in de- 
nominations to meet practically every 
necd. All the issues of certificates are 
permanently exempt from the normal 
income tax. Also, an amount not ex- 
ceeding $5,000 in the aggregate of 
Treasury certificates is permanently ex- 
empt from super-taxes, excess profits 
taxes and war profits taxes. With the 
exception of Series A, 1924, the small- 
est denomination that can be had is 
$500. Series A can be had in $100 
pieces. 

The recent steady demand from both 
small and large investors for these cer- 
tificates insures their marketability at 
what will probably never be much of 





a price variation. Every investor should 
make them part of his program. 


Who Should Buy Long-Term Bonds? 
As said above, the investors to whom 
long-term bonds appeal will be those 
whose surplus funds are available for 
investment over an indefinite period. 
Persons in this category the writer 





wheat, 


classes as extremely fortunate at this 


time. 
what they buy, and wait. 
as certain as it is possible to be in this 
world to profit from the process. 

Why such confidence? 
velopments of the last six months have 
indicated that the long-trend is toward 
a loosening of the credit strings, a 
greater supply of money, lower interest 
rates—and, 
prices in the long run. 

Bonds have moved up in price sub- 
stantially in the last eight weeks. 
may or may not move up higher still 
in the next eight weeks. 
another international catastrophe, they 
are certain to move higher in the next 


eight years. 


The writer has amused himself with 
tabulating commodity prices of today, 


They can afford to “put away” 


therefore, 


And they are 


Because de- 


higher bond 
Iron 


They 


But, barring 


as contrasted with the highest com- 





Steel billets 
Rubber 


As the foregoing table shows, $70 or 
$80 derived annually from a $1,000 bond 
bearing 7% or 8% interest will buy 
more today than it could 
And in the same 
ahead, the purchasing power of money 

(Continued on page 732) 


modity price levels scored last year. 
Here is the result (the unit of expres- 
sion in each case being the accepted 
commercial unit, as 
“per pound” in 
sugar, and “per ton” 
the figures for 1920 being the highest 
levels scored in that year, and today’s 
figures being approximate): 


Serer eee eeees 
eee ener eee eeee 
eee eee 


“per bushel” for 
the case of 
in the case of iron; 


Today 1920 
$1.34 $2.50 
78 2.31% 
49 1.50% 
8.75 16.25 
15.50 28.00 
05 .23 
07 15% 
15 48% 
5.50 14.45 
85 2.00 
21.75 53.50 
33.00 65.00 
13% 54% 


last year. 


way, in the years 














Maturity 


October 15, 1921........ 


Decem 





ber 15, 





Denominations 


TABLE I—UNITED STATES TREASURY NOTES AND CERTIFICATES OF INDEBTEDNESS 









Issue 
City | Bergen, ag A i ina aeen on 6 ein Oe? 
| City of Co Denmar 

| City of Zurich, Switzerland aE) 
| French Republic 20-Year Bonds............. 





Atlantic Refining Debentures 


5| Chicago, Bu 


rlington & Quincy General...... 
} Chicago & Northwestern Ry. General 
! Kansas City, Ft. Scott & Memphis Refunding 


eee eee eee eeeeeeee 


eee eee ee eee ee tans 
eee eee eeneeee 














TABLE IlI—LONG TERM PROGRAM 
GOVERNMENTS 























Rate % Interest Dates Dated Maturity 
& May 1-Nov. 1 Nov. 1, 1920 Nov. 1, 1945 
5% Jan. 1-July 1 July 1, 1919 July 1, 1944 
8 April 15-Oct. 15 Oct. 15, 1920 Oct. 15, 1945 
+ June 1-Dec, 1 June 1, 1921 June 1, 1941 

- 3 » i 
6 May 1-Nov. 1 Nov. 1, 1919 Nov. 1, 1984 
6 May 1-Nov. 1 Nov. 1, 1919 Nov, 1, 1984 
& June 1-Dec. 1 June 1, 1921 June 1, 1941 
5% Feb. 1-Aug. 1 Feb. 1, 1917 Feb. 1, 1987 
8 Feb. 1-Aug. 1 Feb. 1, 1921 Feb. 1, 1941 
8 Feb. 1-Aug. Aug. 1, 1921 Aug. 1, 1946 
INDUSTRIALS 

5 May 1-Nov. 1 May 1, 1912 May 1, 1 
4% April 1-Oct. 1 April 1, 1910 April 1, 1940 
5 Jan, 1-July 1 Jan. 1, 1917 Jan. 1, 1947 

a April 1-Oct. 1 April 1, 1910 April 1, 1940 
5 Jan, 1-July | Jan. 3, Jan. 1, 1985 
4% June 1-Dec. June 1, 1909 June 1, 1939 
6% March Leert. 1 March 1, 1921 March 1, 1981 
7% May 1-Nov. 1 May 1, 1921 May 1, 1931 
7 Feb, 1-Aug. 1 Jan. 1, 1921 Jan. 1, 1981 
7 Jan, 2-July 2 Jan, 2, 1921 Jan, 2, 1931 

RAILROADS 

4 March 1-Sept. 1 —— 2, 1908 March 1, 1958 
4 May 1-Nov. 1 Nov. 1, 1897 Nov. 1, 1987 
+ April 1-Oct. 1 at 1, 1901 Oct. 1, 1936 
6% Jan. 1-July 1 921 July 1, 1946 
7 June 15-Dec. 15 i. 15, 1921 June 20, 1986 
7 Jan, 1-July 1 July 1, 1921 July 1, 1986 
6% Jan. 1-July 1 July 1, 1921 July 1, 1986 
6% Feb. 1-Aug. 1 1986 
4 Jan. 1-July 1 Jan. 3, 1905 Jan. 1, 1955 
4 Jan. lJuly 1 July 1, 1897 July 1, 1947 


April 1, 1927 
July 1, 1961 


Denominations 
500—1,000 99, 8.10 
500—1,000 78% 7.45 
500—1,000 100% 7.98 


100—500—1 000 83 8.10 
100—500—1, 83, 8.10 
500—1, 98% 8.15 
100—500—1,000 89%, 6.12 
500—1,000 101% 7.90 
500—1,000 98% 8.20 


100—500—1,000 86 6,20 
100—500—10,000 80 6,82 
00—500—1,000 80 6,62 
1,000 83 6.58 
1,000 80 7.30 

1,000 79 6.38 
100—500—1,000 99% 6,55 
100—500—1,000 96% 8.00 
1,000 102 6.70 
100—500—1, 108 6.55 


1,000 79% 5.27 
1,000 77% 5.23 
1,000 67 7.75 

99'4 6,54 

100—500—1,000 89% 8.20 
100—500—1,000 102 6.79 
200—500—1,000 102 6.29 
101 6.39 

500—1,000 7% 5.46 
500—1,000 82 5.28 
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Atlantic Gulf & W. I. S. S. Co. 





A Bond That Should Sell Higher 


Ample Security Behind AGWI 5s at 50 


T is a well tested axiom of finance that 
securities are the most attractive when 
they appear to be the least so. When 

pessimism pervades the financial markets, 
when conditions are unsettled, earnings 
poor, and when prices are down, then it is 
usually the time to invest for profit. 

Working on this theory, it may be worth 

while to analyze and consider the collateral 
trust 5% bonds of the Atlantic Gulf & 
West Indies S, S. Lines, which are now 
selling around 50. 


The Collateral 


A collateral trust bond is not one se- 
cured by a mortgage upon its own proper- 
ty, but one secured by deposits of trust 


the value of the property owned by the 
Clyde, Mallory, New York & Cuba Mail 
and New York & Porto Rico Steamship 
Companies is decidedly more than $6,500,- 
000, which is the amount at which the 
$13,000,000 collateral 5s are now selling in 
the market. The New York and Cuba 
Mail Company alone can show assets, con- 
sisting of ships and shore property, invest- 
ments, supplies, accounts receivable and 
cash, of a book value of $22,331,250. To 
offset this there is but $11,014,251 made up 
of bonds, stocks publicly held and accounts 
payable, which leaves an excess book value 
of property over debts of $11,316,999. The 
other lines can also show excess assets suf- 
ficient to take care of the outstanding 5s. 








Name of Company 
ey Cy Gs: |. ons dnbndheedussswes¥ecnes 
Mallory Steamship Co. ...........--cccceceeens 
New York & Cuba Mail Steamship Co 
New York & Porto Rico Steamship Co 


TABLE I—Security Behind A. G. W. I. 5s 


Number shares 


Total 


Par value outstanding 


$6,657,400 
6,861,700 
9,696,800 
3,900,000 


deposited 


$28,000,000 


$27,115,900 




















securities of other companies. The value, 
as an investment, of a collateral bond, rests 
upon two things: first, the value of the se- 
curities pledged for its payment, and their 
desirability if, through default, they be- 
come the property of the bondholders; 
second, the strength and ability to pay of 
the corporation issuing the bonds and what 
obligation, if any, such corporation is 
under to pay in case of insecurity of the 
collateral pledged. 

The Atlantic Gulf collateral trust 5s 
are dated December 9, 1908, and mature 
January 1, 1959. The interest is paid semi- 
annually, January 1 and July 1. The 
bonds are in denominations of $1,000 and 
$500. The authorized amount of the issue 
was $15,000,000, but $2,000,000 are reserved 
to be issued only when authorized by a 
two-thirds vote of the holders of the pre- 
ferred stock. 

The security behind the $13,000,000 out- 
standing collateral 5s is a deposit with a 
trustee of stocks of $50 par, of the four 
principal operating steamship subsidiaries. 
Table I herewith shows the number of 
shares of each company held in deposit. 

There is no doubt that the market for 
the 5s will be affected by the ups and 
downs of the A. G. W. I. corporation, in- 
cluding the various activities connected 
with the production and distribution of oil. 
But, as Table I shows, and taking the most 
pessimistic view possible, if Gulf should 
have to close the doors, the bondholders 
could sell the collateral or operate them- 
selves the shipping subsidiaries. 


Standing of the Subsidiary Companies 


As previously explained, in analyzing a 
collateral trust bond, a necessary step is to 
consider the property and earning power 
of the companies, in this case, the four 
subsidiary ones. It is certainly unneces- 
sary to devote much space to show that 


688 


Table II, made up as of December 31, 
1920, gives the figures in this regard. 

This table certainly shows that with over 
$30,000,000 of assets over and above debts, 
there is plenty of property with which to 
cover this $13,000,000 bond issue. About 
the only questionable feature of these hold- 
ings is the fact that they consist largely 
of ships, whose value under present condi- 
tions may appear doubtful, especially since 


figured at the rate of 10% per annum, 

Shipping values have certainly shrunk 
in the last few years. This is admitted by 
all. Therefore, it is not easy to determine 
the fair average per ton of any fleet. But al- 
lowing a 50% reduction in the book value, 
or from $130 to $65 a ton, seems to fully 
discount the depreciation which has oc- 
curred in quotations for tonnage. Fig. 
uring on this rather conservative basis 
($65 a ton), these four subsidiary com- 
panies could still show excess assets 
equal to par of the $13,000,000 collateral 
trust 5s, or 200% of the present market 
value of the issue. 


Present Earnings 


The Atlantic Gulf fleet, insofar as earn- 
ings go, is in the same position as are other 
shipping lines. Trying conditions affecting 
marine tonnage on the seven seas are still 
prevalent. 

The first six months of this year saw 
these four lines just about break even after 
allowing liberally for depreciation. The 
slump in ocean tonnage is just as extreme 
as the boom was during the war years. 

Before the war, earnings regularly, after 
interest on their own bonds, rentals and all 
other deductions, were considerably in ex- 
cess of the $650,000 now required annually 
to take care of these collateral 5s. In 
1913, the surplus earnings amounted to 
$1,542,733, and between 1909 and 1914 they 
fluctuated between that maximum figure 
and a minimum of $837,433. Average sur- 
plus for the period was $1,027,969. 

It certainly seems plausible that, com- 











TABLE Il—Excess Assets of Depositing Companies 


Book value, 
fleet and shore 
property plus 
current assets 
$9,808,528 
8,281,098 
11,451,982 
22,831,250 


Excess book 
assets over 
lia bilities 
$6,485,979 
6,572,348 
6,202,615 
11,316,999 


$30,577,941 


Bonds, stock 
and accounts 
payable 
$3,322,549 

1,708,744 
5,249,367 
11,014,251 


$21,294,911 




















so much depends on the appraisal at which 
the tonnage is carried. 


Regarding the Ship Values 

These four shipping companies own 274,- 
581 tons of ships, which are recorded on 
their books at around $120 a ton. Back in 
1918, Atlantic Gulf realized that the book 
value of its fleet did not truly represent 
the replacement value and accordingly con- 
sulted with Mr. Frank S. Martin, recog- 
nized as probably the best known appraiser 
of marine equipment in the country, to re- 
value all the ships. The book value then 
set up reflected his appraisal, although the 
total amount shown was in the aggregate 
$35 per deadweight ton less than- the figure 
at which Mr. Martin certified the ships 
could be replaced. 

The value of the fleet’ is now carried on 
the books at a value based on the 1918 
appraisal plus cost of additions since that 
time. The depreciation since 1918 has been 


pared with pre-war status, the organiza- 
tion and fleet have grown and improved 
and that at least the actual accomplish- 
ments of that period may reasonably be 
expected for the future, when operating 
conditions have again settled to something 
like normal. 
Conclusion 

This discussion has been confined solely 
to the property and earning powers of the 
four shipping companies whose stocks con- 
stitute the collateral for the bonds. Should 
the status of the Atlantic Gulf & West 
Indies Steamship Lines itself, the parent 
company, with its oil and tanker undertak- 
ings, emerge improved, the position of the 
5% bonds would be enhanced just so much 
more. 

At the present price of 50 the 5s yield 
more than 10% on the investment, and 
to the writer, offer speculative possibili- 
ties of the kind searched for by even 
the most conservative investor. 
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Pullman Company 





Industrials 


Pullman’s Troubles 


How High Rates Have Hampered Business 


\HE Pullman Company was incorpo- 
| rated in Illinois in 1867 under the 
title of the Pullman Palace Car Com- 
pany, the present name being adopted in 
1899. In the same year, Pullman acquired 
all the property of the Wagner Palace Car 
Co. and has since that time operated with- 
out competition, 

[ts monopoly of the business permitted 
the company to charge high rates, which 
materially resulted in large profits. Pull- 
man also has had a long dividend record, 
having paid at the 


By J. E. HALSTED 


some 116,000 miles, or about 90% of rail- 
way mileage of the country. On July 31, 
1920, it owned and operated about 7,700 
cars. 

The only railroads operating their own 
parlor and sleeping cars are the Great 
Northern and the Chicago, Milwaukee & 
St. Paul. 

Recent Rate Increases 

In May, 1920, Pullman rates were in- 
creased 20%, which advance, of course, 
was of considerable benefit to the com- 


joint letter said that charges for sleeping 
and parlor car accommodations were rea- 
sonable and surcharges were authorized 
after a careful study showed that passen- 
gers using the Pullman accommodations 
were not paying their proper share of 
transportation costs. 

These last increases, however, discour- 
aged travel and especially the use of parlor 
and sleeping cars. They were therefore 
detrimental to the Pullman Co., as a glance 
at the table will show. In a recent hear- 
ing before the In- 
terstate Commerce 





annual rate of 8% 





for a number of 
years. For the last 
ten years, the 
earnings as re- 
ported have aver- 
aged between 9% 
and 10%. 

Pullman Co. is a 
common carrier. 
Its rates are, 
therefore, reg u- 
lated by the Inter- 
state Commerce 
Commission; and 
during the war it 
was under Federal 
Control. The com- 
pany has presented 
claims against the 
United States 
Railroad Adminis- 
tration for $24.,- 
500,000 to cover 
losses sustained, of 
which $7,250,000 
represents under 
maintenance. It has 
received from the 
administration ap- 
proximately  $7,- 
100,000 to apply on 





Berth 

revenue 

«+++ $4,393 

.. 4,077 550 sees 4,685 
4,543 642 onen 

4,572 638 

4,852 666 


$60,859 


4,653 
5,160 
5,251 
6,631 
7,401 
7,590 
7,991 
6,798 
6,110 
5,406 
5,432 


$25,134 


PULLMAN COMPANY’S OPERATIONS 


(Figures in $1,000) 


Seat 
revenue rev, dr, of cars 
72 +s $1,672 
1,662 
1,769 
1,855 
1,910 
1,875 
1,495 
1,664 
1,624 
1,853 
1,875 
1,234 


revenue 
$5,021 


38 


757 
823 
850 
835 
750 
703 


988 


3833 


Contract Total op. Maint’nce Conducting Total op. Op. inc. 
operations 
$1,83 
1,687 
1,917 
090 


Commission in 
which many fig- 
ures were given 

which showed the 
decrease in Pull- 
man traffic and in- 
come, one of the 
officers was quoted 
as saying: “We do 
not claim that this 
was due entirely to 
the surcharge, but 
the application of 


expense or loss 
$3,647 $1,243 
3,495 1,060 
8,834 1,271 
4,095 1,038 
4,208 1,265 
4,352 1,874 
8,792 2,511 
2,668 
1,697 
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$18,864 


1,944 
2,758 
1,720 
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2,434 


the surcharge was 
a serious blow to 
the Pullman Co.'s 
revenue.” 

High Pullman 
rates are still 
hurting earnings. 
Many passengers 
who formerly pa- 
tronized the Pull- 





$11,833 


1,300 
1,811 
1,730 
830 
595 


mans now ride in 
the day coaches, 
especially if they 
are taking a short 
ride. Some of the 
trains have re- 


$60,827 


6,329 
5,696 
5,609 
5,890 
5,289 





$5,766 $15,198 


$12,562 


duced the number 
of Pullman cars 


$28,813 














which they carry 





ccount and has 
been informed that 
preparation has been made for a final 
settlement within a few months. 

What Pullman Co. may expect from the 
Railroad Administration is uncertain, but 
his body has settled a number of rail- 
road claims on the basis of 50c. on the 
dollar, 

The Pullman Co. derives most of its 
income from the operation of Pullman cars. 
It is also equipped to make passenger cars 
ior the railroads, but recently reported 
that its car shops were practically idle ex- 
cept for’ the company’s own repair work, 

The company has contracts with most 
of the railroads of the country, which per- 
mit the operation of its own parlor and 
sleeping coaches, over a total distance of 
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pany. Effect of the advance, as will be 
seen from the accompanying table, was re- 
flected in a sharp upturn in berth revenues. 
This 20% increase is being attacked by the 
commercial travelers’ association, who now 
have their complaint before the Interstate 
Commerce Commission. It will probably 
be four or five months before the case is 
decided, 

In August, 1920, railroad passenger rates 
were increased 20% and Pullman rates 
were increased 50%. Both of these in- 
creases went to the railroad companies. 
The 50% increase in Pullman rates was 
justified insofar as the railroads had pre- 
viously handled the Pullman traffic at a 
loss, Recently the Western lines in a 


and have added 
an extra day coach or two in order to 
carry the same number of passengers. 
It was recently stated that 1,000 of the 
7,700 cars of the company were idle. 
The effect of the 50% surcharge on the 
business of the Pullman Co. as said be- 
fore, is shown in the accompanying table 
by the drop in revenues which took place 
in September, 1920, the first month after 
the increase went into force. The table also 
shows that, due to the decrease in the 
number of passengers accommodated, the 
berth revenues were practically the same 
for February, 1921, as for Febraary, 1920, 
in spite of the company’s receiving 20% 
higher rates in February, 1921, than in 
(Continued on page 738) 
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Leaders of Industry 







HE investor in any one of the com- 
panies described below or in many 
other of the leading companies is in 
a fortunate position by comparison with 
investors in other corporations, whose 
stability is open to questidn, to say the 
least. He does not have to go to sleep 
at nights harassed by visions of hordes 
of creditors knocking at the gates of his 
company. Receivership, reorganizations, 
assessments and the rest of the tribula- 
tions associated with financial weakness 
are possibilities of extremely remote 
character for his company. 

There are two kinds of companies: 
those that are well-managed and those 
that are not. The former are almost 
always the leaders in their respective in- 
dustries and in fact attain their leader- 
ship because of their superlative man- 
agement. The poorly managed companies 
are the ones that have troubles. It 
wouldn’t be a bad idea for prospective 
investors to inquire into the character 
of the managements of the companies in 
which they propose to invest. 

Practically every company’ earned 
money, tremendous amounts of it, during 
the war and the period immediately fol- 
lowing. Most of them haven't got it now. 
The reason? Poor management. Com- 
panies which earned immense amounts on 
their capitalization and squandered them in 
excessive dividend payments, acquisitions 
of enormous inventories, high-cost con- 
struction of plants which may never be 
used again, and who in a thousand and one 
other ways managed to rid themselves of 
their surpluses are the ones now heavily 
burdened with difficulties. 

The other companies, led by wise, con- 
servative managers, did the opposite. They 
were liberal with dividends but saw to it 
that by far the greater balance was re- 
tained in liquid form, or ploughed back 
usefully into the property. This was the 
case with such companies as United States 


Their Present Position and Outlook 


By E. D. KING 


Steel, Mercantile Marine, Anaconda, Pitts- 
burgh Coal and others of similar standing. 
The result is that notwithstanding the 
present period of depression, and the fact 
that in most cases earnings are not suffi- 
cient for dividend purposes, dividend rates 
are still being maintained, 


The outstanding fact about the big 
companies is their tremendously strong 
financial position as “contrasted with 
the rank and file of industrial under- 
takings. Steel with a working capital 
of well over $500,000,000, Anaconda 
with nearly $25,000,000 in cash and 
marketable securities, Marine with net 
quick assets of $117 on its preferred 
stock and Pittsburgh Coal with twice 
as much cash in its treasury as its en- 
tire outstanding current obligations are 
pleasing pictures to their investors. 
These companies have in the fullest 
sense made the most of their oppor- 
tunities during the~ flush period of 
1915-1920 and they are reaping the 
benefit now. 


From a trade viewpoint, of course, the 
leaders are in an unsurpassed position. 
United States Steel is the biggest producer 
of steel in the world and towers above all 
other competitors anywhere. Anaconda 
produces more copper than any other com- 
pany in the world. Mercantile Marine has 
a fleet of steamers and docking facilities 
which are not equalled anywhere and Pitts- 
burgh Coal with a capacity of 10,000,000 
tons in normal times, is one of the out- 
standing factors in the bituminous coal in- 
dustry. These facts are reassuring enough 
in themselves. They indicate the enor- 
mously strong position of the respective 
companies within the respective industries. 

In a period of competition such as the 
present, these companies have a very great 
advantage. Being leading factors in their 


industries they are always in a position to 
get most of the business that is being of- 





fered. Further, their financial position 
so strong that no competitor could expe 
to continuously undersell them and rema 
in the business, Not that these companics 
are monopolies or trusts. They are nm 
Their business methods are fair and com- 
petitors have no reason to fear illegitimate 
activity on their part. The simple fact 
is that the prestige of these companies 
alone so enormous that business natural|, 
drifts their way. 

While the current period of depres- 
sion may continue for a little while 
longer, and the earnings of these com- 
panies may suffer proportionately, their 
financial position is so invincible as to 
warrant the cdnclusion that in every 
case they will emerge with resources 
not materially weakened. Further, with 
recovery in general business affairs 
only a matter of a half year or so dis- 
tant at the most, they are easily in a 
position to stand the effects. When 
business recovers, the leading com- 
panies will be the first to recover, and 
it will be their earnings that will show 
the first increase. The other companies 
will follow along. 


In conclusion, it is worthy of remark 
that never before in their history have the 
big companies enjoyed such popular good- 
will. The period of “trust-baiting” seems 
to be over. The large companies have 
learned their lesson, in most instances, and 
are now pursuing business methods which 
deserve no condemnation, in marked con- 
trast with former days. The bigger com 
panies realize that they have a duty to 
perform to the public and they are earn- 
estly engaged in fulfilling their broader 
mission, That they are permanent factors 
in the business and economic life cannot be 
questioned. Their future seems assured 
so far as it is possible to assure anything 
in this life. 
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**On preferred stock. 








*On preferred stock after deducting 42% deferred dividends. 


As of December 31, 1920———__—__— 
Working 

Net Assets Capital % Cash to 

PerShare PerShare Amount Cash Inventories 
ares $360.42 $107 $274,881,0007 106% 
eee Se eee 86.35 31 24,868,000t 40% 
Int. Mer. Marine....... 117.71* 70** 72,545,173+ 3600%+t 
Pittsburgh Coal ....... 319.00 62 7,886,062 173% 


Total Divid’s Present Immediate 
Per Share Rate of Outlook for 
1915-1920 Dividends Dividends 
$48.75 $6.00 Good 
35.00 ta Poor 
64.00** 6.00 Fair 
15.00 5.00 Good 
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United States Steel 


Cash Totals $275,000,000—Remarkable Management—Dividend 
Outlook 


THE leading interest in the steel in- 


dustry, which manufactures about 
50% of the steel in the country, is in an 
un-arpassable condition with reference 


to its ability to withstand the effects of 
the present unfavorable economic situa- 
tion. Its last balance sheet showed cash 
i marketable securities (see table) of 
nearly $275,000,000. Of this enormous 
amount, about $124,000,000 was in cash. 
\\ orking capital is well up above a half 
bi‘lion dollars. The plants of the com- 
pany are in excellent shape and its work- 
organization is a marvel of efficiency. 
These fundamental factors indicate that 
U_ S. Steel is in a position to make every 
hareholder in the big company optimistic 
as to its inherent strength and capacity 
invest- 


& 


L 


to return a fair amount on the 
ment. 4 
Ihe entire policy of the directorate 


since the beginning of the year has been 
to stabilize conditions within the industry. 
It has only gradually cut prices and re- 
duced wages so as to bring the corpora- 
tion into alignment with general economic 
conditions with the least jar and confu- 
sion. Considering the general background, 
Steel has managed exceptionally well dur- 
ing what has probably been the most dif- 
ficult period ever faced by American in- 
dustry. 

It is important to realize that this re- 
markable company not only, in a general 
way, shapes the policy for the steel in- 
dustry but that its policies modify to a 
greater or less extent even those of other 
companies in other industries. Its attitude 
toward labor, for example, which favors 
a reasonable living wage, is the one gen- 
erally adopted in many important in- 
dustries. Its policy with regard to prices 
is tending to have a great influence on 
other companies in the industry and prob- 
ably will exert a considerable effect on 
prices of other commodities and railroad 
rates. 

This company stands in a position by it- 
self. Its finances are in an unquestionably 
strong position. While not a monopoly 
or a trust in the broadest sense, it has the 
great prestige which comes to a company 
when it is universally acknowledged the 
leader in its field. It is in every way in 
an unassailable position and very prob- 
ably will never be shaken from that posi- 
tion. So much for its inherent strength. 

While the Steel Corporation is the 
trongest aggregation in the industry, it 

as nevertheless felt the effects of uni- 

ersal depression. For about a year, the 
olume of orders on its books have shown 
steady decline so that where they stood 

t about 11,000,000 tons a year ago last 
\ugust, at the end of last September they 


tood at about 4,600,000 tons. This rep- 
resents a drop of over 50%. 
Concomitantly, earnings have also 


iropped. Thus in the first six months of 
1920, net earnings amounted to $43,000,- 
00, whereas in the first six months of 
1921, they amounted to only $21,800,000. 
In fact, though earnings during the first 
half of this year exceeded dividend re- 
quirements by a fair margin, during the 
second quarter, there was a deficit of 35 
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cents a share after common dividends. 
Obviously, not even the Herculean efforts 
of the corporate heads could keep the com- 
pany from slipping into the class of deficit- 
makers, though to be sure in this case, 


It is, therefore, unlikely that 
the big company will make a good show- 


go lower. 


ing for the full year. Earnings during 
the first half of the year amounted to 
$1.80 a share against full dividend re- 
quirements of $2.50. The chances are 
that earnings for the second half, at the 
best will show very little of a surplus for 
the common after dividends, and it is 
indeed a question as to whether the full 
rate of dividends will be earned. 

















Ladling steel into moulds to make steel ingots at U. S. Steel Corporation plant 


the deficit was after dividends and not be- 
fore dividends. 

Since the middle of August, conditions 
in the steel industry seem to have im- 
proved a little. The rate of operations 
has advanced and it is likely that from 
now on the trend will be slowly upward. 
However, prices are still weak and may 


However, whether the corporation 
earns or does not earn its common divi- 
dends should have no effect on the rate 
of payment. The company is in a peerless 
financial condition and should be able to 
continue the full $5 rate even if conditions 
do not improve materially for a con- 
siderable period. 


Anaconda Copper 


1921 Likely to Cost Company 


Nine Million Dollars—Dividend 


Resumption 


GTAGNATION in the copper industry 

is costing Anaconda, the world’s 
largest copper producer, at the rate of 
$500,000 a month in addition to bond in- 
terest. The company carries a load of 
about $3,250,000 in interest charges, not 
one dollar of which is being earned. The 
outlook is, therefore, that the year 1921 


will set Anaconda back something like 
$9,000,000. 
The point to consider is whether 


Anaconda can stand this enormous strain. 
This can be answered in the affirmative 
upon analysis of the company’s balance 
sheet. At the end of last year, it held 
cash, . including accounts receivable of 
nearly $25,000,000 against total current 
liabilities of $17,500,000. Further, with 
the practically complete cessation of 


operations, the company has been in a 
position to at least gradually dispose of 
its copper stocks. At the end of 1920, 
metals amounted to $32,500,000 but by this 
time they must have been considerably re- 
duced, thus further strengthening the 
financial position of the company. Pos- 
sibly by the end of the year, the Ana- 
conda officials will feel that sufficient 
progress has been made with regard to 
reducing metal inventories, to warrant the 
renewal of operations. Anaconda very 
probably can stand several years more of 
depression, in consideration of its very 
strong finances. 

The fortunes of Anaconda, of course, 
are inextricably bound up with the out- 
look for copper itself. For over two 
years the industry has been broadly on the 
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General view Washoe Reduction Works, Anaconda Copper Mining Co., 
Anaconda, Mont. 


down-trend. Prices have dropped in that 
period from an average price of about 22 
cents a pound for electrolytic copper to 
about 12 cents a pound, the current price. 
Even pre-war prices were higher than 
those now obtainable. In the meantime 
stocks of the metal held in this country 
are still very high although no doubt re- 
ficed from the peak levels of 1920. The 
problem for the industry remains that of 
disposing of considerably more of this 
surplus before it is in a position to re- 
sume operations on a broad scale. This, 


of course, depends wholly on the demand, 
which thus far has not put in an appear- 
ance on a scale to warrant much op- 
timism. 

Both domestic and foreign demand have 
a disappointing habit of suddenly ad- 


vancing to fairly large proportions and 
theh just’ as" suddenly dropping off to 
practically nothing. In the meantime, the 
larger producers have to sit tight. In 
many instances they have almost if not 
completely suspended operations and with 
the exception of only two or three com- 
panies, earnings have dropped to such an 
extent as to result in the complete suspen- 
sion. of dividends. 

Anaconda passed its dividend. in the 
early part of the year, last payment hav- 
ing been made November, 1920. The 
company is strongly enough supplied with 
cash to have permitted payment of the $2 
dividend rate, but in view of the prevail- 
ing uncertainty as to how long it would 
be before a turn was effected in the cop- 
per industry, it was deemed more ad- 
visable to abolish payments altogether. 


There is little likelihood, under present — 


conditions, that the company will resume 
dividend payments within a half year at 
the very earliest. In fact, it is altogether 
more likely that there will be no dividends 
even in the first half of 1922. It is al- 
ready close to the end of the year and the 
outlook for the balance of the year is not 
particularly attractive. 

From a more long-range viewpoint, 
however, Anaconda is in a position to 
emerge satisfactorily. Even in the period 
before the war, the company earned a 
fair amount on the capital stock and in 
the period 1910-1914, paid amounts varying 
from $2.00 a share to $3.00 a share. 
Even conceding that the abnormal activi- 
ty. which prevailed in the copper industry 
during war-times is not likely to be dupli- 
cated for perhaps a generation, still the 
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record of the company before the war 
shows that with a return of even only 
ordinary activity, it should make a good 
showing and consequently resumption of 


dividends on the stock within a period of 
a few years, may be anticipated confident- 
ly. 

While this discussion is intended to 
apply particularly to the status and out- 
look of the Anaconda Co. alone, it seems 
worth while to call attention of investors 
here to the long-range outlook of copper 
securities in general. It would be absurd 
to predict, in the light of the enormous 
burdens saddled upon the copper industry 
since the war, any radical and sudden 
change for the better in copper metal con- 
ditions. It would be similarly dangerous 
to predict a sharp upturn in copper shares 
in the immediate future. 

On the other hand, investors can afford 
to consider the thoroughly liquidated po- 
sition, from a stock market standpoint, of 
copper shares—a position which is bound 
to buttress prices while development of 
the metal market continues, and which 
must be reflected in better prices when the 
turn comes. The “coppers” have, at this 
time, all the earmarks of a long-pull spec- 
ulation of some possibilities. 





International Mercantile Marine 
Strongly Intrenched—Holds Over $72,000,000 in Liquid Assets 


HIS important organization has fared 

better than. most shipping concerns 
during a period of about 15 months de- 
pression. This does not mean that it has 
escaped the full effects of the stagnation 
in the shipping industry. It was impos- 
sible to expect that but the fact that it 
has not only maintained its financial posi- 
tion in a period of unprecedented hard- 
ship but is actually earning better than its 
preferred dividends indicates that by com- 
parison this company is making an ex- 
ceptionally good showing. 

The International Mercantile Marine 
Company, of course, is one of the leading 
factors in the shipping business. The com- 
pany has had a remarkable record since 
the early days of the war. During this 
period it not only earned a tremendous 
amount but placed its earnings to such 


advantage that it is easily in a positio: 
to cope with the present situation. At 
the end of last year, Marine actually held 
in cash, accounts receivable, and market- 
able securities the sum of $72,500,000 
With its bonds covered more than four 
times over by physical properties, the 
amount held in cash and marketable se- 
curities would amount to about $140 a 
share on the preferred stock or actually 
@hree and a half times the present market 
price of the shares. If there ever was an 
instance of a stock selling at unwarranted- 
ly low figures this certainly appears to be 
one. 

The slump in shipping has a history 
of about 15 months which carries it back 
to about a year ago last June. In other 
words, in 1920, the company had to cope 
with about seven months declining busi- 
ness, yet it actually turned out a surplus 














White Star Line S. C. “‘Majestic” (Ex-“Bismarck’’), largest ship in the world, 56,000 
tons; scheduled to go into commission in the spring of 1922 
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for the preferred stock of $14.20 a share, 
more than twice the annual dividend rate 
of $6 a share on this issue. The shipping 
depression of course has continued up to 
this time so that earnings have kept de- 
clining, yet according to a recent an- 
nouncement of the president of the com- 
pany, Mr. P. A. S. Franklin, earnings this 
year will probably be in excess of the full 
preferred dividend rate. On that basis, 
it may be assumed that the current rate 
will be continued, 

Under present conditions, officials of 
the company have decided to curtail their 
building program. With the great shrink- 
age in traffic movement and declining 
rates, it obviously does not pay this com- 


pany or others, in fact, to put up new 
ships, especially with costs as high as they 
are to-day. . 

The outlook for the shipping industry, 
in general, does not appear reassuring. 
Nevertheless, as one of the largest factors 
in this industry and particularly as a well- 
fortified. concern in a financial sense, this 
company appears to be in about as good 
a position as any. 

Its preferred stock, on which there is 
still 42% in unpaid dividends, has de- 
clined from a price of about 111 last year 
to a low this year of 36. It is now quoted 
at about 44, where it is certainly attrac- 
tive as a long-range speculative invest- 
ment. 











Pittsburgh Coal 


Financially Strong—Earnings Comparatively Small—Outlook 


HE coal industry was jarred con- 
siderably by the untoward economic 
developments of the past along 
with steel, copper, oil and a few others. 
Pittsburgh Coal, as one of the great soft 
coal producers, naturally had the full 
benefit of the tremendous change in the 
industry. With the gradual decline in 
industrial activity, the demand for soft 
coal fell off tremendously. Prices 
dropped and earnings were halved. 

This is about the situation at present: 
the Pittsburgh Coal Co. is operating at 
about 50% capacity. With coal selling 
to-day in many instances below the cost 
of production, the company has been 
forced to make a flat reduction of 15% 
in the salaries paid all office workers. 

Labor, of course, is not affected on ac- 
ount of the national agreements.) Nor- 
mally at this time the company should be 
shipping into the Northwest and other 
points, but it is not doing so on account 


of conditions in those sections, and as a 
result is not in a position to call into ac- 
tion its entire mine and equipment facili- 
ties. As stated above, its operations are 
nly about 50% of capacity. 

From a financial viewpoint this very im- 
portant company is in a good position to 
withstand a considerable period of de- 
pression. Its current assets are actually 
about five and a half times the amount of 
current liabilities—the figures being $24,- 
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year, 


600,000 for current assets and $4,500,000 
for current liabilities. Cash _ alone 
amounts to $7,800,000, sufficient to wipe 
out its current liabilities nearly twice over. 
This represents a wonderfully liquid posi- 
tion, a showing that very few corporations 
can duplicate. 

The Pittsburgh Coal Co. has a long- 
term contract with the U. S. Steel Cor- 
poration with the latter taking about two- 
thirds of its output. Obviously the rate 
of Steel operations directly affect those 
of the coal company. Therefore, the out- 
look for this company depends very con- 
siderably on the outlook for the steel in- 
dustry in general and that of the U. S. 
Steel Corporation in particular. As stated 
in the Steel story, the rate of operations 
for the leading interest is likely to in- 
crease slowly but inevitably, and conse- 
quently it may be anticipated that there 
will be an improvement in Pittsburgh 
Coal operations. So far as the balance 
of the Pittsburgh output is concerned— 
one-third of the total—it is hardly prob- 
able that there will be much of an im- 
provement at least for the balance of the 
year. Nevertheless, with the Steel .Cor- 
poration buying more coal, which seems 
probable, it may be anticipated that from 
this time on the Pittsburgh Coal Co. will 
make a somewhat better showing. 

Last year the company earned the im- 
pressive total of $16.15 a share on its 
common stock. There is no data avail- 
able to show what current earnings 
amount to, but with prices radically 
lower and output at only 50% capacity it 
is apparent that the company this year 





will not make a showing at all comparable 
with that of 1920. 

On the other hand, the company is very 
strongly intrenched from both a financial 
and trade viewpoint. It is one of the 
leading producers of the best bituminous 
coal mined in America. It has never fol- 
lowed the reprehensible policies of others 
who extorted impossible prices during the 
days of coal profiteering, and the company 
consequently has built up a good-will that 
will be invaluable to it in more active 
days. Customers will remember the fair 
policy of the Pittsburgh Coal Co., and 
may be depended on to throw it all their 
business. 

The conclusion is that while the Pitts- 
burgh Coal Co. is unfavorably affected 
by present conditions and probably has 
some distance to go before it returns to 
normalcy, it is supported by a very 
powerful financial foundation, and should 
revert to a prosperous condition long be- 
fore many of the other factors in the in- 
dustry do so. 


Gas as a Barometer 


Business Upturn Indicated by Recent 
es 


REPoRTS reaching the American Gas 

Association from gas companies sit- 
uated in various parts of the country show 
that a turn for the better has already come 
in the general business situation. 

The fluctuation in the volume of gas 
supplied to manufacturing concerns is 
considered to be an accurate barometer of 
the industrial situation and a gradual in- 
crease in the amount of gas delivered is 
noticeable. 

Particular importance is attached to the 
fact that a considerable number of estab- 
lishments representing the so-called 
smaller industries have recently turned to 
gas for their fuel requirements. Promi- 
nent among these new customers .are 
bakeries, laundries, hotels and garages. 

An interesting phase of the enlargement 
of the gas fuel field is the steady increase 
in the variety of its employment in the-in- 
dustries. In 1806 there was but one use 
for gas—lighting. Today there are more 
than 1,200 uses. 


GAS SALES BY YEARS 
1901-1920, inc. 


Compiled from Brown’s Directory of Gas 
Companies 


(In millions) 
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TRANSCONTINENTAL OIL 
An Uncertain Speculation 


I have been holding Transcontinental oil stock 
for over a year. I paid a price of about 18 for 
it and I don’t know whether to hold or to buy at 
these levels for the sake of averaging. Under- 
stand that the company is a big factor in the 
oil business and should increase its business in 
@ very important way. What do you advise? 

Transcontinental Oil is not at all re- 
garded favorably by us and should be 
classed as an uncertain speculation. The 
company was very liberally capitalized, 
and the stock put out at a price far above 
its real value. The stock has recently 
had a fair advance from its lowest levels 
and considering that there are better 
stocks at the price or lower, we believe 
that it would be advisable to sell your 
holdings at the current quotations. In- 
stead of this issue, it probably would be 
more profitable to switch into Simms Pe- 
troleum, selling on the New York curb 
at the price several points lower. This 
issue is no more speculative than Trans- 
continental, but is in a better position, 
possesses more tangible asset value per 
dollar and is selling at a fair valuation. 


COLUMBIA GRAPHOPHONE 
Getting Out of the Woods? 


Some time ago upon the advice of a friend, I 
purchased a large block of Columbia Grapho- 
Phone siock at the average frice of $20 a share. 
To be exact I hold 300 shares of this stock. It 
is now selling at about $3 a share. so I have 
an.immense loss in this stock, which I can ill- 
afford to take. I suppose that the thing for me 
to do is to average at this price. Would that 
be a good thing to dof 

According to the high officials of the 
company there are about $13,000,000 still 
owing to the banks, not very much of a 
reduction of the figures of several months 
ago. The money is owed to 22 banks and 
these institutions have formed a commit- 
tee to investigate the affairs of the com- 
pany. It is the expressed opinion of the 
majority of the committee and of high 
officials in the company that the receiver- 
ship can and should be avoided as the 
company’s operations extend into 22 states, 
and in the event of receivership, separate 
receivers would be required for each state. 
Consequently litigation would be long 
drawn out. In order to obviate such a 
danger the bank committee was formed 
and should be of considerable aid in ex- 
tricating the company from its pressing 
difficulties. 

The company is about to enter its ac- 
tive season and with the revival in general 
business conditions, which seems probable, 
should be able to liquidate a considerable 
part of its inventory on the satisfactory 
basis. The company has been fortunate 
in relieving itself of all contracts for 
shellac, cabinets, etc., and other raw ma- 
terials and is selling more goods than it 
is producing. The process has been slow 
during the Summer but during the active 
season progress should be more rapid. 

The $8,000,000 notes which are due in 
about four years do not constitute a men- 
ace at the present time. The company is 
therefore concentrating efforts on reducing 


Answers to Inquiries 


its bank loans. We believe that this or- 
ganization has a fair chance of pulling 
through, and while all earnings must be 
turned toward reducing its immediate ob- 
ligations, the time will eventually come 
when this difficulty will have been re- 
moved, From this reasoning, therefore, 
it appears that the common stock (and a 
word should be said for the neglected pre- 
ferred stock) affords possibilities of a 
price enhancement. 

NOTE: Since this answer, the stock has ad- 
vanced to $6 a share, showing that averaging 
would have been profitable. espite the fact 
that the specific value of our advice is lost 
on account of the rise in the stock, we publish 
inquiry and answer as a guide to future deal- 
ings in other issues in the same position as 
Graphophone. 


A GOOD LIST 
Particularly the Bonds 


I submit the following list of my holdings for 
your criticism and suggesticn: St. Louis—San 
Francisco prior len Senes “A” 43s; U. S. Sink- 
ing Fund Ss, Mercantile Marine 6s, Union 
Pacific Land Grant 4s, Chesapeake & Ohio Com- 
mon, U. S. Steel, Texas Co., Bethlehem Steel 
and Pan-American. I am more interested in 
income than profit possibilities, though I am will- 
ing to take a reasonable chance. Kindly ad- 
wise mec, 

With particular regard to your bonds 
would say that you hold an excellent list 
of securities. Very little fault can be 
found with these issues, Their income 
is dependable and in .every case the price 
of the bond should show a fair apprecia- 
tion within a reasonable period. In the 
case of C. & O. common we believe you 
would get better action by switching into 
St. Louis-San Francisco, St. Louis-South- 
western and Western .Pacific. All three 
are selling at a much lower price and 
more likely to show a profit. Would hold 
U. S. Steel and the rest of your good 
stocks but suggest under the circumstances 
that you sell Pan-American at these higher 
levels as the issue appears to be subject to 
very great speculative influences. 


CHAIN STORES 
Two Good Stock Investments 


Am very much interested in the possibilities 
of Chain Stores, particularly as I am interested 
to no small extent in Woolworth. I have been 
a stockholder im this company since 1912 and 
have been adding to my holdings from time to 
time. Would be pleased to learn whether the 
faith I have in the future of this concern is 
shared by an organisation of your standing. 
Would also be pleased tc know what you think 
of Julius Kayser & Co. 

Julius Kayser & Co. has shown an ex- 
tremely stable earning power for the past 
ten years, the average annually being over 
16%, while the average dividend during 
the first half of this period was 5% and 
during the second half about 814%. This 
would indicate a conservative dividend 
policy. The surplus has grown steadily 
and its management has been exceedingly 
sound. The profit and loss surplus has 
been a little above $5,000,000, compared 
with $2,000,000 in 1914 and 1915.. The 
company last year was caught with a very 
heavy inventory amounting to about $8,- 
000,000 compared with $4,000,000 on the 
average; receivables were nearly $4,000,- 


000 compared with $1,000,000 in former 
years, However, the company set up a 
surplus of $500,000 for fluctuations in silk 
price and a surplus of $1,400,000 for re- 
demption of the preferred stock. The stock 
is a good speculative investment for the 
business man but is not very active. 

Woolworth, of course, has had a bad 
year owing to the falling off in general 
business, The surplus due to write-ofis 
was brought down from $25,000,000 to 
$14,000,000. However, the position of the 
company is sound. We regard the stock 
favorably as a business man’s investment 
and believe that you would make no mis- 
take in continuing to hold your stock in 
this organization. 


A SOUND LIST 
With One Possible Exception 


Would vou recommend any switches for th 
following holdings: Great Northern 7s, 193¢ 
purchased at 964%; Japanese 4%4s of 1925, at 76 
Kingdom of Norway 8s at 100; Duquesnes 4s 0; 
1949 at 89; and finally Steel & Tube 7s of 195: 
at 95%? Are the Standard Gas & Electric Cx 
gold notes of 1935 a safe investment for a little 
fellow? 

There is no reason for you to switch 
any of your bonds with the possible ex 
ception of the Japanese 4s. The latter 
have had a very large advance and it might 
be profitable to switch into the St. Louis- 
San Francisco prior lien 4s now selling 
around 62. The Standard Gas & Electric 
gold notes are a good investment for a 
business man but if you want absolute 
safety would suggest that you look over 
our “Bond Buyer’s Guide,” where you 
will find a list of prime investment bonds. 


RAILWAY STEEL SPRINGS 
A Sound Equipment 


The break some time ago in Railway Steel 
tn | frightened me a little as I hold a con- 
siderable amount of this stock. Despite the fact 
that the dividend was declared, I don’t feel too 
sure about holding this stock as I am dependent 
on it for income. The steck cost me on the 
average about 85 and it is now selling at about 
80. would not mind these few points loss if 
there were good reasons why I should get out. 
Would appreciate information as to the course 
I should take. 

Together with all the other equipments 
Railway Steel Springs’ earnings have de- 
clined during the current year. The break 
in this stock, which you referred to, was 
due to sympathy with Pressed Steel Car 
which recently passed its dividend and con- 
sequently lost considerable ground market- 
wise. Railway Steel Springs, however, is 
in a better position than Pressed Steel 
Car. In 1920 the company earned its $8 
dividend about three times over, increasing 
surplus from about $18,500,000 to $23,000,- 
000. The financial position of the com- 
pany is good and it should be able to 
maintain its dividend for some time. How- 
ever, the stock, frankly, belongs in the 
speculative investment class and if you are 
dependent on it for income, we would 
suggest that you switch from this issue 
into a good bond or perhaps a high grade 
investment preferred stock. You will find 
an excellent list of bonds enumerated in 
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recommend Bethlehem Steel 8% preferred 
yd General Motors preferred, and, if you 
want a higher grade, U. S. Steel preferred. 













O CEDAR MOP CO. 
There Are Better Opportunities 


se tell me about the Franklin Service Cor- 
Their executive office is in Chicago, 






Ple 
it. —- of their representatives called on me 
jor t.e purpose of trying to induce me ‘to pur- 
chase stock of the O Cedar Mop Co.; he stated 
thet ‘hey were selling common shares paying 6% 
guarcnteed interest. The price is $80 per share, 
Whar I want to know is if this is a straight, 
ponet and reliable company and would you 
aiviss buying this stock? 

We do not believe that you should place 
funds in companies of the class of 
‘ranklin Service Corporation or even 
in the O Cedar Mop Co. While the latter 
may be a substantial concern, it seldom 
happens that investors can make money 
in securities of this character. You should 
turn attention to some of the good stocks 
on the New York Stock Exchange which 
have a good valuation and a satisfactory 
market. If you are particularly interested 
in income as against profit possibilities 
would suggest that you buy some of the 
medium bonds now selling at very low 
levels. Among such issues are: St, Louis- 
San Francisco Adjustment 6s, Kansas City 
Southern lst 3s, Lackawanna Steel 5s, and 
Utah Power & Light 5s. With these se- 
curities in your possession against un- 
known unlisted stocks you would have a 
much better chance of selling, when you 
so desire, and a tangible security at all 
times that would enable you to keep your 
funds in a liquid position. 
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U. S. FOOD PRODUCTS 
A Fair Speculation 


1 recently heard, from what seems to be good 
authority, that the U. S. Steel Food Products 
Co. is in the hands of a banker's committee; that 
the company spent $750,000 on the boiler room 
and an enormous smoke stack in Peoria in addi- 
tion to the amount spent on syrup-making ma- 
chinery; that the syrup plant will not work; that 
the plant was built by an engineer aided in 
constructing the Panama Canal and who prob 
ably knows more about building canals than 
making syrup; and also that their vinegar plants 
are not successful, and that they had trouble 
with their vinegar machinery and that their yeast 
plants are not well located with respect to market. 
lf the foregoing is true, it certainly proves that 
the cash balance that the company received when 
it started in new lines of management has been 
injudiciously expended. I don’t know whether 
you ave able to confirm all of the above informa- 
tion, but wish that you would be good enough 
to inform me whether the company's affairs have 
been taken over by the banks. 

We have not heard anything about this 
company being in the hands of a bankers’ 
committee. Further, there is nothing in 
recent news items that would indicate 
mistakes of the kind mentioned in your 
letter, On the contrary, it is known that 
tle yeast plant is now operating at a profit 
aid that the molasses branch of the busi- 
ness is doing fairly well. The bank loan 
of $6,000,000 has been cut down to $4,- 
500,000 and we understand that this latter 
amount, which was due June 13, has been 
extended. We would be very careful about 
accepting reports of an unofficial charac- 
ter, because there are unscrupulous ele- 
nents operating in the stock market who 
\ery often spread unfounded rumors 

broad for their own particular advantage. 
\Vhile we are not very bullish on this 
issue, we believe that it is selling low 
enough to discount the present situation 
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and will probably sell higher in a more 
favorable general market. 





A $10,000 INVESTMENT 
For Income and Profit 


I have $10,000 ready for investment. Of this 
amount I desire to place $7,500 im good invest- 
ments, stocks and bends, and with the rest I 
want to buy some good speculative stock 
(whether it pays dividends or not) that has a 
chance of showing a good profit say within a 
svear or so. Kindly inform me as to what to buy. 

In your position we would place the en- 
tire $7,500 in bonds, about half in high- 
grade issues and the other half in medium 
grade. A good list would be about $4,000 
invested in such bonds as Chicago, Rock 
Island Pacific Gen. 4s of 1988, Southern 
Pacific Ist ref. 4s of 1955, Armour & Co. 
4%s of 1939, Corn Products 5s of 1934 
and Western Union 4%s of 1950. About 
$3,500 could be invested in such medium- 
grade bonds as St. Louis-San Francisco 
Prior Lien 4s of 1950, Kansas City South- 
ern lst mortgage 3s of 1950, Wilson & Co. 
Ist 6s of 1941, U. S. Rubber 5s of 1947 
and the Bush Terminal Bldg. 5s of 1960. 
Both group of bonds are well diversified 
and return an average yield of about 644% 
on the invested money. ‘With your balance 
of $2,500 you might buy such issues as 
Philadelphia Co., Bethlehem Steel B, Con- 
solidated Textile, Texas Co. and Western 
Pacific common. The latter with the ex- 
ception of Consolidated Textile and West- 
ern Pacific pay dividends and are issues of 
strong companies. The two non-dividend 
payers have good long-distance prospects. 





General Electric Talk 


Progress of the Big Company 
article by Mr. 


URING the past few weeks the com- 

mon stock of the General Electric 
Company experienced a spectacular de- 
cline from 138 to 106%, at which point 
it recovered and again started upward. 
Those familiar with the company’s condi- 
tion could see no apparent reason for the 
precipitated drop in the value of the stock 
as no recent developments warranted such 
a rapid decline. 

The downward movement was engi- 
neered by bear raiders, who have been 
very energetic of late months—and very 
successful in many instances—in breaking 
the price of any stock, that offered the 
smallest loophole for a bear attack. In 
the case of the General Electric, the bears 
seized on rumors of an impending change 
in the stock dividend as a lever for their 
operations. Despite semi-official assur- 
ances, the opinion was industriously cir- 
culated that the stock dividend was to be 
omitted entirely, an opinion that seemed to 
gain much credence judging by the course 
of the stock. Talk of the stock dividends 
being omitted was helped by news of a 
falling off in business and consequent cur- 
tailment in operations. Decreased busi- 
ness according to the bears, was a sure 
forerunner of the passing of stock divi- 
dends. 

Any fears that might have been enter- 
tained on this score, should be set at rest, 





by the official statement sent out to the 
stockholders of the company. Heretofore, 
the dividend rate has consisted of 8% an- 
nually in cash, payable quarterly, and 4% 
annually in common stock of the company, 
payable semi-annually, The stock divi- 
dend so received worked an inconvenience 
on the small stockholder inasmuch as his 
stock dividend, consisting of fractional 
shares, was represented by scrip which 
was not readily marketable and yielded 
no income until converted. According to 
the recent announcement, the new divi- 
dend plan calls for the retention of the 
8% cash dividend as formerly, but instead 
of the 4% annual dividend in common 
stock, the company will substitute a 5% 
dividend, payable annually in shares of a 
par value of $10 each, entitled to fixed 
cash dividends of 6% per annum. This 
stock is different from the present com- 
mon stock, and will not entitle the holder 
to participate in future stock dividends. 

The advantage of this plan to the small 
stockholder is apparent. Under the old 
plan the holder of two shares of common 
stock received twice yearly scrip certifi- 
cates for 4/100 of a share of stock, or 
8/100 of a share for the whole year. Since 
this scrip was non-dividend bearing, the 
holder of two shares would be a long time 
accumulating one whole share of stock 
and accordingly the stock dividend would 
be of no benefit to him unless he could 
convert his scrip into cash, a performance 
not always easy. By the terms of the new 
plan, the holder of two shares will re- 
ceive yearly one $10 certificate, represent- 
ing a whole share of the new stock. This 
certificate will yield an income of 6% an- 
nually and should be readily marketable. 
In providing this plan the company is 
obviously looking to the interests of its 
employees, many of whom hold the com- 
pany’s stock in small lots. 

From the point of view of income the 
new arrangement appears slightly less ad- 
vantageous than the old. The investor 
who, under the old plan, bought 100 shares 
of stock at 124 received in dividends $800 
in cash and 4 shares of stock, which, if 
resold at 124, amounted to $496. On an 
outlay of $12,400 the investor received a 
return of $1,296, or 10.4%. If the investor 
buys at 124, with the new arrangement 
in effect, he receives the same cash re- 
turn of $800, and 50 shares of stock with 
a par value of $10. If the new 6% stock 
could be sold at par, it would realize $500, 
giving the investor a total cash return of 
$1,300, or about 10.4%. As, however, a 
6% stock would in all probability sell be- 
low par in the present market, the yield 
would be somewhat less than 10.4% in 
the last case. This difference would be 
comparatively slight and in no way justi- 
fied the break of the stock from 138 to 
106%. 

Following the statement to stockholders 
the stock acquired new strength and had 
touched (124) at the time of writing. At 
this price it is reflecting to some extent 
the depression in the electrical industry. 
Unfilled orders at June 30 were $75,000,- 
000, compared with $120,000,000 at the end 
of February, and plants during July were 
being operated at from 50 to 75% of ca- 
pacity. These conditions lent color to the 
rumor of a scaling down of dividends, as 
it was argued that current earnings would 


(Continued on page 738) 
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Further Constructive Developments 


Interborough Affair Comes to a Head—No Receivership Expected—American Light & Traction’s 


HE last two weeks witnessed two 

outstanding developments in the 

public utility field, viz: a distinct 
improvement in the public demand for se- 
curities of the trying Interborough Rapid 
Transit situation, for the time being at 
least. 

At the present writing, which is just 
prior to the deferred hearing on the re- 
ceivership application before Judge Mayer, 
on September 9, the financial district 4s 
confident that no receiver will be appointed 
for the Interborough. The situation has 
reached a point where over $33,000,000 of 
the $38,000,000 of one-year 7% notes have 
been deposited under an agreement to 
extend the issue for one year, to Septem- 
ber 1, 1922, at 8% interest. 

This, it is believed, will forego the 
necessity for the appointment of a re- 
ceiver in equity, inasmuch as the com- 
pany stands ready to make good on its 
current obligations. These, including 
the interest on the $38,000,000 of notes, 
aggregate approximately $3,000,000 and 
are to be paid. The maturity on Sep- 
tember 1 of the 7% notes, which the 
company was not able to meet out of 
its treasury or by a refunding proposi- 
tion through the sale of new securities. 
was undoubtedly the impelling reason 
for the petition of the American Brake 
Shoe & Foundry Company, a nominal 
creditor. With the deposit of a large 
majority of the notes, it is felt the 
necessity for a receiver has been re- 
moved. 

Bankers’ Views 

Bankers conversant with the Inter- 
borough situation feel more hopeful, in 
the event of the receivership proceedings 
failing. One of these points out that In- 
terborough, from the present 5-cent fare, 
should be able to at least break even and 
pay its fixed charges during the current 
fiscal year, ending June 30, 1922. He 
points out that the deficit after charges 
for the year which ended with June, 1921, 
amounted to $4,600,000. Subsequently the 
employes of the system have agreed to 
accept a reduction in wages which, it is 
officially stated, will reduce the salary list 
by $2,500,000 approximately for the cur- 
rent year, On top of this there has been 
a considerable drop in the cost of coal 
as well as the putting into effect of numer- 
eve operating economies. Together these 
last two items are expected to result in a 
further lopping off of $1,500,000 in ex- 
penses this year. This would make a tetal 
deduction of $4,100,000 in overhead alone, 
leaving a balance of $500,000 of last year’s 
deficit. This, it is expected, will be most- 
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Recovery 
By P. J. RUSSELL 


ly made up by the normal gain in traffic. 

With all these points in mind, bankers 
take a more constructive view of the In- 
terborough situation, that is to the extent 
that the present crisis is passed and that 
before another emergency arises the com- 
pany will be in a much improved posi- 
tion. Much of this feeling is based on 


the future of other tractions. 


North American Co. 


As was pointed out in the last review, 
the recapitalization plan of the North 
American Co. places stockholders in a 
strong strategic position. For each share 
of old stock they received a share of new 
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UNLISTED PUBLIC 


Adirondack Power & Lt. com 
Adirondack Power & Lt. pfd 
American Gas & Elec. com. ($50 par) 
American Gas & Elec. pfd. ($50 par) 
American Light & Traction com 
American Light & Traction pfd 
American 

American Power & Light pfd 
American Public Utilities com 
American Public Utilities pfd 
Carolina Power & Light 


Central States Electric pfd 
Cities Service com. 


Cities Service pfd, 

Cities Service pfd. 

Cities Service Bankers’ Shares 
Colorado Power com. 
Colorado Power pfd. 
Commonwealth Edison 
Commonwealth Pr. Ry. 
Commonwealth Pr. Ry. 
Duquesne Light pfd. 
Elec. Bond & Share pfd 
Federal Light & Traction com... 
Federal Light & Traction pfd 


Middle West Utilities pfd 
Nor. Ont, Light & Power com 
Nor. Ont. Light & Power pfd 
Northern States Pr. 

Northern States Pr. pfd...... 
Pacific Gas & Elect. pfd.... 


& Lt. pfd. 


Tenn, Ry. Light & Power com 
Tenn, Ry. Light & Power pfd 
United Light & Railways com 
United Light & Railways pfd 
Western Power com 


Wisconsin Edison 


*10% cash; 4% stock, 
tBased on ‘current payments 





gg cash; 4% stock. 
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the work of the new Transit Commission 


‘which was legislated into office for the 


express purpose of strengthening the trac- 
tion tangle of New York City and put- 
ting the companies on an operating basis. 
The commission has been functioning for 
several months and a concrete plan, sta- 
bilizing the New York City traction situa- 
tion is looked for as the bright star in 
the futmre of the Interborough as well 


6% cumulative preferred and one share of 
common stock, both $50 par value. Both 
these stocks have shown strength in the 
market, based on the realization of the big 
earning power behind the securities. A 
quarterly dividend of 75 cents a. share has 
been declared both on the new preferred 
and on the new common, so that each 
class of stock is on a $3 annual dividend 
basis. At the time of this writing the 
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preferred at 32% shows a yield of 8.3%, 
ghile the stability of the dividend may be 
gathered from the fact that preferred divi- 
dends require a little less than $900,000 
gnnually while in the first six months of 
this year, before depreciation, there was 
available $3,169,404 for the preferred divi- 
dend. 

The common stock is looked upon as 
particularly attractivé, the present selling 
price being around 37. Earnings on this 
stock, of which there are 297,930 shares 
outstanding, are estimated to be in the 
neighborhood of $12 a share. For this 
reason it is an open secret among those 
in direct touch with the management that 
extra cash dividends, above the $3 annual 
basis already established, will be declared 
on the common stock. The company is 
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tions, 
one of the strongest holding organizations 
in the utility field, its principal interests 
view, being in the big Detroit Edison Co., Wis- 
orth consin Edison and numerous other proper- 
nm a ties. (North American Co. is referred to 
hare at greater length elsewhere in these pages. 
new —EpITor. ) 
American Light & Traction Improves 
— American Light & Traction earnings are 
showing a distinct betterment and the 
stock has reflected this to some extent. 
The company has always been one 
, of the outstanding features of the 
| utility group and for a _ period of 
ten years, 1910 to 1920, paid $10 
a share in cash and 10% in stock, 






annually. Because of high costs and con- 
sequent lowering of profits it was found 
necessary, in July of last year, to reduce 
the dividends to 7% in cash and 7% in 
stock annually while in January, 1921, a 
further cut to 1% in cash and 1% in 
stock was made. 

Conditions with the company, apparent- 
ly, have turned the corner. In the month 
of July, this year, the net available for 
dividends and depreciation was $315,499 as 
contrasted with $181,701 for the same 
month of 1920, a gain of slightly less than 
0%. For the three months of May, June 
and July of this year there was available 
for dividends and depreciation $988,851, as 
contrasted with $616,485 for the same 
months of last year. 

This decided improvement in earnings 
has proven highly satisfactory to the man- 
agement, one official stating that gross 
revenues had shown a nice gain over those 
oi last year, notwithstanding the industrial 
depression throughout the country during 
July. Overhead expenses have been great- 
ly reduced as a result of lower fuel costs, 
reductions in wages and better operating 
conditions all around. 

The company has not been without help 
in the way of higher rates. The Milwaukee 
Gas & Electric, a subsidiary, received an 
advance of 17 cents a thousand feet in the 
rate for gas, while the Detroit Gas Co. 
received a 6-cent advance for residential 
gas this year, The sliding scale rates for 
large commercial consumers in Detroit, 
under the new rates, runs from 65 to 75 
cents a thousand feet as contrasted with 
a previous minimum of 49 cents. The 
Detroit company is expected to benefit to 
the extent of about $1,000,000 additional 
revenues a year as a result of the change 
in rates, 
















































A Well Managed Utility 
American Telephone & Telegraph is an 
outstanding example of a well managed 


for SEPTEMBER 17, 1921 










utility company which is held in high re- 
gard by the rank and file of the investment 
public. - It is probably the only company 
which in recent years. has been successful 
in offering additional stock to its share- 
holders for subscription at par. The of- 
fering consisted of $90,000,000 new stock 
at $100 a share and at the present writ- 
ing 93% of the stock has been taken up 
by stockholders, there having been no un- 
derwriting syndicate-of any nature what- 
ever. This is one of the most remarkable 
successes ever achieved in industrial finan- 
cing and certainly is a commentary of the 
public’s attitude on the worth of the com- 
pany as well as the realization that the 
property has been kept abreast with the 
times in the way of developing new lines 
and maintaining new equipment at the peak 
of efficiency. 

The stockholders’ list of “Tel. and Tel.” 
is now among the leaders with approxi- 
mately 212,000 names, this number in- 
cluding employes who are purchasing stock 
on the partial payment plan, but have not 
as yet made full payment. In all some 
7,100 new stockholders were added to the 
list by people who purchased rights to 
subscribe in the open market. Much of the 
enthusiasm to buy the stock, of course, is 
a reflection of the $9 dividend rate now 
prevailing. 

One result of the new money is seen 
in the expenditure of $5,000,000 by the 
Rell Telephone Co. of Pennsylvania on 
the construction of a new twenty-story 
office building and the enlarging of its 
present Pittsburgh home from nine to 
twenty stories, as well as the installation 
ot an entire automatic telephone system in 
Pittsburgh. 


Pacific Gas & Electric Reduces Overhead 

Improvement in Pacific Gas & Electric 
preferred in the unlisted utility market 
and the common stock on the big Ex- 
change is a reflection of the success of the 
company in reducing its overhead expenses 
so that, despite lower gross receipts for 
the month of July, there was a gain of 
$74,401 in the surplus remaining after 
fixed charges. 

According to Vice-President Hocken- 
beamer, the lower electric demand during 
July resulted from the smaller seasonable 
demand for irrigation purposes, but Mr. 
Hockenbeamer predicts a further reduc- 
tion in overhead expenses because of 
lower costs of commodities entering into 
the operation of the property. July showed 
gross of $2,987,341 which, in the face of 
the slack demand for power from some 
big customers, was decidedly good inas- 
much as it was but $37,233 less than July, 
1920. Operating expenses were lowered 
by $163,220 as compared with July, the 
previous year, and surplus after charges 
of $364,010 contrasted with $289,609 in 
July, 1920. 

In the seven months the comipany re- 
turned a profit after preferred dividends 
of $1,637,710, almost as much as the $1,- 
700,000 which is required to take care of 
the yearly common dividends. This leaves 
virtually the whole of the last five months 
of the year for surplus earnings on the 
common stock. Up to July 31, 13,011 new 
customers had been taken on to the lines 
of the company this year bringing the total 
number of consumers up to 582,370. 

Financial position of the company is 
good, with upwards of $7,000,000 of cash 





on hand the end of July and but nominal 
accounts payable covering current needs. 
The seven months’ operations resulted in 
gross revenues of $21,954,527, a gain of 
$2,702,319, while after paying preferred 
dividends, the balance of $1,637,710 for the 
common stock was $477,400 ahead of the 
same months of last year. The fact that 
the company could show such substantial 
improvement in profits during what is ad- 
mittedly one of the severest industrial de- 
pressions is a striking example of the 
stability and earning power of well or- 
ganized and managed and properly capi- 
talized utility companies. Expansion of 
property is being continued, work on the 
new Pit River station No. 1, with 93,000 
horsepower, being under way and expected 
to be ready for operation next summer. 
During July, 36,000 horsepower additional 
electrical energy was made available. 


A Sturdy Company 

One of the sturdiest of the utility se- 
curities listed on the New York Stock 
Exchange is Columbia Gas & Electric, pay- 
ing $6 a share annually. The latest earn- 
ing statement covers the twelve months 
ended June, last, and shows gross revenues 
of $14,832,179, a gain of $1,317,419, while 
net, after taxes of $9,919,017, was an im- 
provement of $767,682. After providing 
payment of interest charges there re- 
mained a balance of $4,758,575 for the 
$50,000,000 capital stock, or in excess of 
$9.50 a share. This net for the stock was 
$591,132 better than the same period of 
the previous year, 

Despite the rather general decline in 
industrial power demand throughout the 
country sufficient new business was signed 
up during the twelve month period to keep 
electrical output at a point equal to that 
of the previous year. Some improvement 
is noted recently, the electrical output for 
June showing a gain of 18% over June 
of last year, The company has about com- 
pleted its present program of power house 
expansion for the Union Electric, a sub- 
sidiary, in Cincinnati, the last of four 
30,000 k. w. units having been recently in- 
stalled. This 120,000 k.w. capacity was 
started four years ago and since that time 
electrical output of the company has been 
increased by 300% over the 1917 figures. 


Commonwealth Edison 


Improvement in demand for electricity 
is noted in Chicago where the Common- 
wealth Edison Co. reports a gain of 5% 
in electrical sales for both July and August. 
The latter month was particularly note- 
worthy, inasmuch as the demand for power 
from the traction companies and indus- 
trial usages was smaller. The first eight 
months of the year showed a gain of 8% 
over the same months of 1920, indicating 
to what extent the rewiring of old houses 
and the completion of new ones has offset 
the smaller power demand from industries 
and traction companies, 

Management is at work on the new 
Calumet station which is to have an ulti- 
mate capacity of 180,000 k. w. comprising 
six units of 30,000 k.w. each. At present 
two of these have been installed at a cost 
of $3,000,000 and it is felt that this ad- 
ditional capacity will be sufficient to meet 
the power needs of the company’s terri- 
tory for the time being. Work on the 
other four units, therefore, will not be 
started at this time. 
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A Public Utility Opportunity 


North American New Preferred, Now Yielding 10%, Entitled to Yield Not More Than 7/,/, 
By R. M. MASTERSON 


I‘ these times of industrial depres- 
sion and readjustment the company that 

is able to pay expenses is lucky, and the 
one able to operate at a moderate profit, 
fortunate indeed. But the company that 
can show earnings running well ahead of 
1920 and far above dividend require- 
ments stands in a class by itself. To 
say the least, it is refreshing to look 
into the securities of such a company 
and when they are found to offer at- 
tractive possibilities bath for specula- 
tion and sound investment the discov- 
erer of the situation may well congrat- 
ulate himself. 

The North American Company is in 
such a_ position. 


Wage Decreases 

Accurate data concerning average 
public utility wages for the current year 
is not available but the United States 
Steel Corporation has given out com- 
plete figures which may be taken as 
indicative of the general trend. Table 
I shows the wages of unskilled labor 
of the Steel Corporation after each ad- 
vance in wages since 1915; the per cent 
of each advance is given as well as the 
total per cent of advance over the 1915 
rate. From this table it will be noticed 
that a steady and constant increase 
took place up to February 1, 1920. This 
peak wage scale rethained in effect for 


fundamentally a holding company and 
owns and operates a number of street 
railway, gas, electric light, power, heat. 
ing, and coal companies, operating prin- 
cipally in and about Missouri and \Vis. 
consin. The details of the properti:s oj 
North American are brought out jp 
Table II. 
Capitalization 
The’ capitalization of the orth 
American Company has, until recently, 
been $30,000,000, all common stoc: of 
$100 par value. The company itself 
has never had any outstanding funded 
debt, although the majority of the sub- 
sidiary companies 





have issued mis 





Earnings are run- 
ning big and the 
recent action of 
the stockholders in 
dividing its 
outstanding capital 
stock into two 
classes, common 
and preferred, 
makes available an 
attractive specula- 
tion in the com- 
mon, and a sound 
investment in the 
preferred yielding 
about 10%. 


Operating 

Conditions 
North American 
is classed as a 


Allis, etc. 


Milwaukee. 


and power and steam heating in Milwaukee. 


South Milwaukee, Cu 


TABLE Il—North American Co. Organization—Principal Operating 


Subsidiaries 


Milwaukee Electric Railway & Light Company.—Furnishes street railway service, electric light 
Also controls Milwaukee Light, Heat & Trac- 
tion Company, which owns suburban and interurban railways within a 560 mile radius of 
Milwaukee, and does the electric light and power business in the suburbs and cities and 
towns served by the interurban lines, including Racine, South Milwaukee, Cudahy, West 


Wisconsin Gas & Electric Co.—Does the entire gas business of Racine, Kenosha, Watertown, 
dahy and contiguous territory, and does the electric light and power 

business in about 40 municipalities in Wisconsin. 
North Milwaukee Light & Power Co.—Conducts an electric light and power business in North 


Wells Power Company.—Owns and operates small electric light and power and steam heating 
system, serving a limited area in the central business district of Milwaukee. 

Union Electric Light & Power Co.—Does the major portion of the electric light and power and 
steam heating business in the city of St. Louis and adjacent territory. 

St. Louis County Gas Company.—Does the entire gas business of St. Louis county. 

Union Colliery Company.—Owns extensive coal mines at Duquoin, Ill., with which it supplies 
the Union Electric Light & Power Co. 

West Kentucky Coal Co.—Operates nine bituminous coal mines in Union, Webster and Crittenden 
Counties, Ky. Mines are served by the Illinois Central, and in addition the company owns 
a railroad line running to a point on the Ohio River, where the coal may be shipped on 
barges to serve the lower Mississippi River valley. 

Other en See Com 





. public utility and on which i 


most financial and 
economic authori- 








pany also owns control of the Detroit Edison Company, 
is receiving dividends at the rate of 8% per annum. 
The company also owns control of the United Railways Company of St. Louis, but as that 
company is in receivership and no income is derived from this source North American carries 
the investment on its books at one dollar. 


cellaneous bonded 
obligations. 
However, at a 
stockholders’ meet- 
ing held August 
26, it was voted to 
increase the capi- 
talization to $6), 
000,000, divided 
into $30,000,000 6% 
cumulative pre- 
ferred stock and 
$30,000,000 com- 
mon stock, each 
having a par value 
of $50. Only half 
of each class of 
authorized new 
stock is to be is- 
sued at the present 
time and this is to 
be exchanged for 
the old common 











outstanding on the 





ties today, while 
their ideas differ 
widely on the railroad question and 
the outlook for the industrials, are of 
the one accord that the public utility 
corporations can look forward to bet- 
ter times. Practically every item which 
enters into the operating costs of the 
public service companies is coming 
down; but rates, at least for some time, 
appear in a position to hold their own. 
This condition is just the reverse of 
several years ago, when rates were 
down and costs steadily increasing. 

Wages alone, which are one of the 
public utility companies’ greatest items 
of expense, have fallen materially and 
indications are that they will continue 
to work to a still lower scale. The in- 
dustrial depression is one of the prime 
factors tending to reduce wages gen- 
erally and men thrown out of work in 
the manufacturing plants will quite 
naturally seek employment in other 
channels. Those who do not accept the 
lower wage scale gracefully will find 
others waiting for the jobs and glad of 
the employment. 


over a year and three months, until the 
sharp cut of 20% was made on May 16, 
1921. Two months later another cut 
of 914% was made; close on the heels 
of that a still further reduction of 
18.9% and indications now are that 
additional reductions will take place 
before the year is out. 

Coal, gas oil, equipment and prac- 
tically all other materials and supplies 
have undergone marked price reduc- 
tions and recent issues of THE MAGAZINE 
or WALL Street have so completely out- 
lined these improved operating condi- 
tions of the utility companies that it is 
hardly necessary to continue the anal- 
ysis further along these lines. 

To get back to North American Com- 
pany, we find in looking over its his- 
tory that it was organized in 1890 to 
acquire the assets and property of the 
Oregon & Transcontinental Company 
as well as to engage in railroad and 
general financing and promotion of 
street railway and electric light and 
power enterprises. The company is 


basis of one share 
of new preferred and one of new common 
for each old share surrendered. The new 
issues have been admitted to dealings on 
the New York Stock Exchange and the 
old issue stricken from the list. 
Dividends 
The old $100 stock commenced divi- 
dends in 1903, when a total of $4 was 
paid. In 1904 the rate was increased 
to $5 per annum and with the exception 
of the period running from October, 
1907, to January, 1909, the $5 rate has 
been continued without interruption. 
On the new stock, however, directors 
have declared a regular quarterly divi- 
dend of 1%% (75 cents) on the pre- 
ferred and 14% on the common, bot 
payable October 1, 1921, to holders of 
record September 15. This is equiv 
lent to placing the old stock on a 6% 
basis, a larger dividend than it has ev: 
received. From the graph on the ac 
companying page it will be seen tha 
this old stock sold as high as 134 in 
1902, the low point being 37% in 1918, 


THE MAGAZINE OF WALL STREET 
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when the majority of public utility 
concerns were in the throes of despair. 





Improved Earnings 






The company has recently given out 
, consolidated income account for the 
ix months ended June 30, 1921. This 
1ent includes earnings of all sub- 







state 





dend record. The new preferred is not 
speculative but can be classed as a con- 
servative investment and at its present 
price it is decidedly out of line with 
other preferred stocks of a like charac- 
ter. It is the writer’s opinion that, 
judging the stock on its merits, it 
should be selling (even in the present 

































































Common Stock 


After deducting the amount of pre- 
ferred dividends from the first six 
months of 1921 earnings, the balance 
available for the common stock would 
amount to $2,722,504, equal to $9.14 per 
share outstanding, or at the annual rate 
of $18.28. This is over six times the 


a = established dividend of 6% or $3 per 
heat. ae : : | annum, 
nae TABLE I—Wages of Unskilled Labor, U. S. Steel Corporation | All branches of the company’s busi- 
Vis. hot sce ae hm pee ness for 1920 have shown very sub- 
s of fo Berne wh tre stantial increases over 1919, as is 
‘2 wis . WSN SSTS Sit. AUS... Hows. 69a... <7 $2.00 so wid brought out in Table III. The current 
CS RE Era 2.20 10.0 10.0 year will undoubtedly show even greater 
Say SWE Geb cre 6 Bas ccs cv atdetvevteswebeveveeye 2.50 13.6 25.0 gains over 1920; the fact that this is 
a | ee ere Peres PT ee oe) 2.75 10.0 37.5 true being indicated very clearly in the 
rth Bay Ra sscbaevceccsncvetsssscvevesencesesesced 3,00 9.0 50.0 income account for the first half of 
itly, Or. 1, -* shana ciacdeaws eduondeahiatels tlt as ie 4 ane 14 1921 as compared with 1920. Increases 
of ay mag yest UN ERRERP ON Se I a 10.5 110.0 in net earnings should continue to 
self get, Ee UE. Wake ii seivedidicesbdlveenesdll 4.62 10,0 181,0 show substantial gains, as costs con- 
ded OG ~ ae Sa E tee  eey e 5.06 10.0 153.0 tinue to decrease; furthermore, various 
sub- Bay BR MU So ond nce aici age so weg to 09383 4,05 *20.0 102.5 rate increases were granted during the 
nies Sole DRT. Ee ian Cea cant een dere ccepnvestoreceny 3.70 79.5 85.0 latter part of 1920 which were not fully 
nis PR ER RA ier ey re 3.00 *18.9 50.0 reflected in that year’s operations. 
ided “Reduction. fElimiration of time and a half for overtime work over eight hours. These rate increases embodied an ad- 
= vance in gas rates, in July, 1920, and 
a in electric rates, in December, for the 
_ sidiary companies owned outright by market) at a price to yield not over ter sont Gas & Electric Company; 
rust i : > ‘. 2a i ied salon tine teartinereathll in electric service rates in December 
to gy North American. According to this 774% an iting public for the North Milwaukee Light & 
pi- statement, the earnings for the six becomes thoroughly acquainted with Power Company; in electric and heat- 
0. months available for depreciation and ine rates in Geteber, for the Well 
ed dividends amounted to $3,169,404. This Power Cammeny; ars ne valent 
5% is at the annual rate of $6,338,808, as Sete: Say" Be'-Batie Coden tate 
> compared with $5,396,288 for 1920 and Company. F 
nd $4,580,701 for 1919. These earnings are WORTH AMLRICAN 7 
>. extremely satisfactory and it is very if these favorable conditions con- 
ch significant to note that over the past 125 tinue, and it is difficult to see how 
ue three years earnings have been show- they can do otherwise, the company 
If ing a steady increase, the best results should, by the end of 1921, be earning 
of having been made in 1921 at a time PX) something over $20 per share on the 
* when most industrial and mercantile 2 100 new common stock, after due allow- 
¢. concerns have been experiencing low 4 ance for preferred requirements. This 
it net earnings or deficits. oe = bagee certainly ge! ar Is in line 
: or an increase in dividend, but even 
: Divid bare New ee nis” dials $ if directors should decide on an ex- 
: a ividen rg = al “a A ~ = 75 tremely conservative course, there 
: 6% cumulative $50 par value preferre seems little likelihood of the present 
: stock amount to $893,799 per annum, 6% dividend being in any danger of 
so that at the present rate of earnings discontinuance or reduction. 
, this dividend is being covered more i 
’ than seven times over—a most remark- At its present price of about 33, on 
: the New York Stock Exchange, this 





able showing. According to the com- 
pany’s consolidated balance sheet, dated 
December 31, 1920, the net tangible 
assets, after deducting all reserves, 
amounted to $40,856,930, which is the 
equivalent of over $137 behind each 
$50 par value of outstanding preferred 
stock. 

This new preferred stock is now sell- 
ing on the New York Stock Exchange 
at about $31 per share and a dividend 
of 14% (75 cents) per share will be 
received by those who purchase the 
stock prior to September 15, thus bring- 
ing the cost down to approximately $30. 
At this price the yield is just 10%. 

The company’s long and successful 
record, its satisfactory showing over 
the past few years of adversity (for 
most public utility companies), the wide 
margin of safety over preferred divi- 
dend requirements and the company’s 
outlook for the future, place the pre- 
ferred stock in a splendid position. This 
stock, although a new issue, is the prior 
obligation of an old company whose 
common stock has an excellent divi- 






















its soundness it will sell at a price ten 
points or more above current quota- 





common stock yields over 9%. The 
fact that the market price is slightly 
above the preferred would indicate that 
some recognition has been made of the 
company’s future possibilities, but even 
this price will some day look excep- 
tionally cheap if the company comes 
anywhere near equaling the prospects 








tions. that appear to be in store for it. 
TABLE ill—Increased Earnings of North American Subsidiaries 
(Percentage increase 1920 over 1919.) 

Gross Passenger Electric Gas Heating Coal 
earnings revenue sales sales service production 

Mil. El, By. &@ L.... 2... ecnees 21.81% 5.67% 24.11% se 8.48% 

, YS - ) 35.59% 24.97% 15.60% 

eB Se DY Scr 12.62% 32.25% 8 

Wola, BOWER  occcsccccidccucsce 30.72% 11,01% 16.25% 

United El. L, & P.........-05s 21.77% 1€,46% 

BO, Te, Ge, GOD. sicvcccccccccese 28.10% 17.16% is 

Union Colliery ..........-..+++. *f 57.17% 

em OB ae. 50.84% 11,84% 























Utility Bonds Hold Firm 


Market Gives Promise of Broadening Soon 


HE security dealers report that it is 
evident the far-sighted investor is 


quietly picking up good safe securities. 


Investment dealers seem to scan- 
ning the unlisted markets for bonds, 
especially Utility issues, to supply 
the present demand. Just now, the 
demand seems greater than the sup- 
ply. That a real boom is expected this 
fall can be seen from the “modus operan- 
di” of the various investment houses. They 
are literally clearing decks for action. 
With the speculative possibilities of bonds 
equalling, and in many tases surpassing 
those of stocks, any return of public par- 
ticipation must originate in the gilt-edge 
issues. The carry-on will be under the 
banner of “Safety First.” 

Just as surely as deflation follows in- 
flation, so does caution and conservatism 
follow a readjustment period such as we 
are now in the midst of. The investing 
public, when it again takes keen interest 
in security dealings, will naturally go 
slowly and carefully. This gives the gen- 
eral belief that there will be a sustained 
upward movement in bonds that will put 
their prices and yield closer to the pre- 
war level and that this upward trend in 
bonds will precede any sustained move- 
ment in stock prices. 


The Outlook Bright 

No matter what financial paper, maga- 
zine, market letter or publication you pick 
up, the outstanding feature is the fact that 
Public Utilities are in a good position, 
that they are continuing their steady 
growth and increasing their business; that 
adverse conditions which prey heavily 
on other industrials do not similarly af- 
fect public service companies. People 
must have electricity for light, gas for 
cooking, telephone service, street railway 
transportation and so on. The Chicago 
Journal of Commerce, in a recent editor- 
ial, said, “Out of the gloom that has en- 
veloped industrial securities recently as 
conservation of resources has necessitated 
curtailing or complete abandonment of 
dividends, there has been one ray of sun- 
shine—the Public Utilities.” 

When the dark clouds of war hung over 
us, and when many other industries were 
piling up tremendous war profits, the utili- 
ties whose rates did not permit exorbitant 
earnings, continued to produce, faithfully, 
the 24-hour essential services of light, 
heat, power, communication and transpor- 
tation. During the five year period, the 
road traversed by these faithful serv- 
ants was a weary way, but they had stood 
the acid test and to-day are in the follow- 
ing enumerated position. 

1. Their inventories were at a mini- 
mum because their non-profiteering rates 
had not permitted them to be extravagant 
in buying. 

2. No extensions were made to the 
plants or equipment except those con- 
sidered to be of the utmost importance 
because new money had been difficult to 
obtain. 

3. This resulted in one practise— 
economy. The army of employees had it 
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drilled into them continuously so that the 
present finds them with an invaluable 
knowledge of the industry and the neces- 
sity of efficiency. 

When commodity prices began to break, 
the Utilities, their shelves bare—were able 
to take advantage of all price reductions. 
As commodity prices have dropped, cost 
of production has been reduced, giving the 


companies the advantage to a large extent 
of larger revenues resultant from in. 
creased rates. 

The favor which utility securities now 
find at the hands of investors, particularly 
the small saver, is now making possible 
financing on no small scale. This new 
money is enabling the industry to pre. 
pare itself for the resumption of the 








Adirondack Power & Lt. Corp, First & Ref. Gol 
Adirondack Electric Power Co, First 5s, 1962 
Alabama Power Co. First 5s, 1946 (a) 
Appalachian Power Co, First 5s, 1941 (a) 


Central Maine Power Co. 5s, 1939 (a) 
Central Georgia Power Ist 5s, 1938 (c) 
Columbus Power Co. (Georgia) First 5s, 1936 
Colorado Power Co, First 5s, 1953 (c) 
Connecticut Power Co. First Con. 5s, 1968 (b) 
Consumers Power Co. (Mich.) 5s, pose (a)... 
Electric Dev. of Ontario Co. 5s, 1933 (b) . 
Great Northern Power Co. First 5s, 1935 (a 
Great Western Power Co. 
Great Western Power Co. 5s, 1946 (a) 
Hydraulic Power Co. First & Imp. 5s, 1951 (b) 
Idaho Power Co. 5s, 1947 (a) 

Kansas City Power & Lt. 8s, 1940 (c) 

Kansas City Pewer & Lt. First 5s, 1944 (c) 
Laurentide Power Co, First 5s, 1946 (b) 
Lynchburg Water Power Co. First 5s, 1982 (a) 
Madison River Power Co, First 5s, 1935 
Mississippi River Power Co. First 5s, 1952 (c) 


Ohio Power Ist & Ref. 7s, 1951 (c) 


Potomac Electric Power Gen, 6s, 1923 (c) 
Salmon River Power Ist 5s, 1952 (c) 


Southern Sierra Power Co. First 6s, 1986 (c) 
8. W. Power & Lt. Ist 5s, 1948 (c) 
West Penn. Power First 7s, 1946 (c) 


Atlantic City Electric Co. 5s, 1982 (a) 

Bronx Gas & Electric Co, First 5s, 1960 (a) 
Buffalo General Electric First 5s, 1939 (c) 
Canton Electric Co. First 5s, 1987 (b) 

Cleveland Electric Ill. Co. 5s, 1989 (b).. 
Cleveland Electric Ill. Co. 7s, 1935 (a) 

Denver Gas & Electric Co, First 5s, 1949 (c) 
Evansville Gas & Electric Co. First 5s, 1982 (a) 
Kansas City Elec. Util. First 5s, 1925 (c) 
Kansas Gas & Electric 5s, 1922 (a) 

Indianapolis Gas Co. 5s, 1952 (a) 

Louisville Gas & Elec Ref. 7s, 1928 (c) 
Nevada-Cal. Electric First 6s, 1946 (c) 
Northern Ind. Gas & Elec. Ref. 5s, 1929 (c) 
Oklahoma Gas & Electric Co. First & Ref. 7s, 


Peoria Gas Electric 5s, 1923 (a) 


San Diezo Cons. Gas & Electric First Mtge. Ref. 


Syracuse Gas Co. First 5s, 1946 (a) 
Syracuse Ltg. Co. First 5s, 1951 (a) 
Twin-State Gas & Electric Ref. 5s, 1952 (c) 
Westchester Ltg. Co. 5s, 1950 (a) 


Arkansas Valley Railway Light & Power First & 
American Light & Traction Notes 6s, 1925 ( 
Bloomington, 
Danville, Champ & Kamm bs, 1938 (a) 
Georgia Ry. & Power 5s, 1954 (b) 
Kentucky Traction & Terminal 5s, Ss 
ve 


Milwaukee Elec. ° 

Monongahela Valley Traction Co. Gen, Mtge. %s, 
Memphis St. Ry. 5s, 1945 (a) 

Northern Ohio Trac, & Lt. @s, 1926 (0) 
Northern Ohio Pe & Lt. 6 Year Sec. 7s, 1926 
Nashville Ry. & Light 5s, 1953 (a) 


Topeka Ry. & Light Ref. 5s, 1933 (c) 
Toledo Traction Lt. & Power Co. 
Tri-City Ry. & —— 5s, 1980 (c) 
United Light & Rys. Ref. . 5s, ios (ce) 
United Light & Rys. Notes &s, 1980 (c) 
Waterloo, Cedar Falls & Nor. 5s, 1940 (a) 
(a)—Lowest denomination Wo = 
(c)—Lowest denomination $ 
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California Oregon Power Co. First & Ref. 7%s, Series A, 1941 (c) 


First & Ref. 7s, Series B, 1959 (a)............. 


Niagara Falls Power Co. First & Consolidation Mtg. @s, 1950 (b).......... 
Penn. Ohio Power & Lt. Notes 8s, 1980 (0)... 2.6.20... e cece eee eee e ee eeeee 


Shawinigan Water & Power Co. First 5s, 1984 (b) thn? Rist VEER <y 4 


GAS AND ELECTRIC COMPANIES 


Oklahoma Gas & Electric Co. First Mtge. 5s, 1929 (a) 


Rochester Gas & Electric Corp. Series B 7s, 1946 (b). 
San Diego Cons. Gas & Electric First Mtge. 5s, 1939 (a). 


Standard Gas & Electric Conv. 8S, F. @s, 1926 (b) 


TRACTION COMPANIES 


(o) 
Dec, & Champ. Ry. Co. First 5s, 1940 (a) 


Portland A Power & Light — Lien & Ref. Series ‘‘A’’ 7%, anes (e).. 


a 
(b)—Lowest denomination $500, 
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demand for service from industry that 
will come with revival, which demand 
as respects electric light and power 
business exceeded capacity by fully 50 
per cent before the depression was felt. 


Position of Traction Bonds 

Traction companies are consumers of 
large quantities of material for the proper 
maintenance of their business. The 
changing economic conditions which have 
causcd a definite decline in prices of this 
material, together with readjustment in 
the scale of wages, is reflected in recent 
earning reports. 

Recently many of the traction companies 
have put into effect a new wage scale 
which is expected to produce a reduction 
of from 10% to 15% in the amount paid 
for the operation of the cars. As in the 
case of other utilities, the tractions suf- 
fered severely during the war period re- 
sultant of high prices. Many companies 
were forced into bankruptcy and some 
were on the very verge of it. Now that 
operating costs are beginning to move in 
favor of higher earning power, the banker 
and investor are checking over the list of 
tractions with views of purchasing those 
issues which give promise of sound in- 
vestment and appreciation in market price. 

Quite a few of the traction companies 
defaulted on their interest payments in the 
adverse periods. This amounted to but 
a small percentage and now that the worst 
appears to have passed, continued payment 
of interest on these issues seems reason- 
ably assured. 

The traction bonds appearing in the 
table herewith are selected and have 
regularly paid coupons since they were 
issued. Some are strongly secured by 
property of a value largely in excess of 
bonds outstanding. 

Direct return on most of thesé issues 
is sufficient to cover interest rates and 
carrying charges, and in addition, give 
the investor a generous profit above the 
interest paid on loans. In other words, 
itis possible for the investors and specula- 
tors to buy now traction bonds with bor- 
»wed money and reap a substantial in- 
come on the borrowed capital secured by 
the bond so purchased. 


New Additions to List 
s we Said in the last issue, the list of 
Utility bonds then presented was merel) 
a nucleus of the many available for in- 
vestment. Readers will note the addition 
of some 30 new issues in the present table. 
These are representative of concerns that 
do large business. In each of these securi- 
ties there is a broad and active market 
maintained in all the financial centers of 
the country. The list has been further 
amplified by showing in what denomina- 
tions these securities can be had. After 
the name of each security will be found 
a key letter, the explanation of which 
vill be found at the bottom of the column. 
Utility Maturities 

In covering the utility field, every phase 

it should be checked. The writer, 
therefore, believes that it will be interest- 
ing to the reader to learn just how much 
f the outstanding bond issues of the 
utilities fall due this month. Of the cor- 
poration bonds maturing, there are $51,- 
019,500 public utility bonds falling due. 
The total corporate maturities amount to 
$64,414,780 which is slightly under that 
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of August, which totaled $85,100,557. For 
September, a year ago, the figure stood at 
$103,707,460. 

Following is a list of the Public Utili- 
ties which mature in September: 
Interborough Rapid 


Transit 3 Yeer 
Rochester Tenens 


7% Notes $39,199,000 
3,900,000 
1,546,009 
1,219,000 


Light 3 Y 7s 
Elg'n, Renard & So. Trac- 
tion Cons. 


800,030 
800,000 


7s 650,000 

prota (Me.) Gas Light 7s 506 ,009 

695,500 

$51,019,500 

Baby Utility 

Owing to many inquiries from investors 

of small means concerning bonds issued 

in denominations of $100, a list has been 

compiled in addition to the large list which 

gives a rather wide field of Utilities, the 

securities of which all have $100 pieces 

and can usually be bought at the same 
prices as the $1,000 issues. 


Approximate 
Price 
ae ae Electric Ist 5s, 


Yield 


RR 6.10 
Foe ta Central Powcr 1st 
1938 68 8.68 
Consumers Power General & 
Ref. 7s, 1938 
Great Western Power of Cal. 
Conv. 8s, 1936 100 
Louisville Gas & Elec. Ref. 7s. 
1923 97 8 


7.70 
8.00 


93% 


78 12.10 
6.65 


Miss‘ssippi R'ver Power 5s, 1951 
8.40 


Nevata-Cel. Electric Ist Gs, 196 75 
Northern Ind. Gas. & Elec. Ref. 


Ss, 192 9.40 


Two Exceptional Opportunities 


In going over our list of Public Utility 
issues, two bonds listed therein stand out 
as extremely attractive at this time. They 
are the Twin-State Gas & Electric Com- 
pany Refunding 5s of 1952 and Southern 
Sierras Power Ist 6s due 1936. These 
latter bonds are a first lien on the entire 
property of Southern Sierras Power Co. 
The company is owned by the Nevada- 
California Electric Corporation, who un- 
conditionally guarantee as to principal 
and interest the Ist 6s. They serve a 
territory covering approximately 500 sq. 
miles and with the exception of but a 
small portion of this ground, serve it ex- 
clusively. At the present price of 90 this 
issue is very attractive. 

The Twin-State Gas & Electric Com- 
pany is controlled by the National Light, 
Heat & Power Company and serves light 
and power to the cities of Dover, 
Rochester, Somersworth, Salmon Falls, 
Hinsdale, Berlin and Milan in New 
Hampshire, besides four cities in Maine, 
three cities in Vermont. The bonds are 
secured by a mortgage covering as a direct 
lien all fixed property. The bonds at the 
present price of 66 show a pretty profit 
to the holder in the near future. 

Whenever any of the issues listed ap- 
pear to be especially attractive, they will 
be called to the attention of the readers. 
As this column will probably be a per- 
manent feature of the Macazine, the 
writer suggests if there is any particular 
issue listed on which an analysis is de- 
sired, or if there is some particular ques- 
tion you would like answered, regarding 
the unlisted Utilities, that you write your 
question to the Editor. It will be a pleas- 
ure to answer your inquiry. 


Future of Southern California 
Rapid Growth Ahead of This Section 


By M. VILAS HUBBARD 
Secretary, the Citizens’ Savings Bank, Pasadena, Cal. 


SOUTHERN California in the usually 

accepted sense of the term embraces 
the following counties: San Diego, 
Imperial, San Bernardino, Orange, River- 
side, Angeles, Ventura, Santa Barbara, 
San Luis Obispo and Kern. These ten 
counties include roughly about one-third 
of the area, one-third of the population and 
considerably over one-third of the wealth 
of the state. 

Southern California, though larger than 
many of our States, includes a large, 
mountainous and desert area, low in popu- 
lation and comparatively unproductive, 
making up in a rough way the eastern 
half of the section. The western half, 
and Imperial Valley, are exceedingly 
fertile and under irrigation have been 
highly productive. 


Fundamentals Overlooked 


So much has been written concerning the 
climate and beauty of this region and it 
has become so widely known as a Winter 
and Summer resort that the fundamental 
factors upon which its future, from a busi- 
ness standpoint, depends have been largely 
overlooked. The points which determine 
the future growth of any community or 
section in an industrial and commercial 
sense are to be found in the availability 
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of raw materials, the adequacy of labor 
and power supplies and the availability of 
markets. In addition to these elements 
there must also be a realization of the 
possibilities and a determination, properly 
financially reinforced, to capitalize those 
possibilities. 

The industrial growth of this section has 
been slow because until relatively recently 
these various factors were not on the 
whole favorable. Raw materials were un- 
developed or from long habituation 
strongly inclined to flow toward already 
well established commercial centers. The 
power available was little more than ade- 
quate to the demands brought upon it by 
the immense yearly increase in population 
with its rapidly growing requirements. 
Railways transportation has been adequate, 
but rates have not always been favorable. 
Harbor facilities have but recently been 
developed to an extent which made pos- 
sible any large volume of water transpor- 
tation. 

Within the last few years, however, elec- 
tric power has been supplied in ever in- 
creasing amounts and plans for the future 
provide for a continued supply at low 
cost. For those industries which find the 
use of crude oil, as a fuel, preferable to 

(Continued on page 737) 
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Commodity Markets Greatly Improved 


Business Sentiment More Optimistic As All Markets Move Forward 








STEEL 











Greater Activity in Prospect 


HERE have been a number of signs 
of improvement in the steel in- 
dustry, particularly with regard to 

pig iron. For the first time in many 
months, there has been an increase in 
pig iron production with the figures 
standing at 954,000 tons for August 
against 864,000 tons in July. In August 
there was a gain of only one blast furnace, 
but so far this month there has been a 
gain of seven, with several more in pros- 
pect. At the same time prices have ad- 
vanced slightly owing to the slender stocks 
and the sharp demand. While buying has 
slumped off a little since the increase in 
prices, the upward tendency in this mar- 
ket is still manifest, broadly speaking, and 
buying should resume a steady upward 
gait, even though each increase may be of 
modest proportions. 

Certain products such as sheets, tin plate 
and wire are making a better showing. 
The leading interest in the sheet and tin 
plate field is reported to have increased 
its operations about 45% since the begin- 
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ning of July. August has been the best 
month for this company since last Feb- 
ruary. 

In general, steel consumption is at a 
slightly more rapid pace than production 
so that progress is being made, although, 
in truth, the results so far have not been 
particularly imposing. Many small con- 
_sumers are beginning to come into the 
market and although the individual orders 
are not large, in aggregate the volume is 
a little better than has heretofore been 
the case. However, the principal buyers— 
the railroads—are coy about entering the 





THE TREND 


TEEL—Operations slightly were 4 
with volume of orders higher. 
ing sheet and tin plate maker up — 
3% capacity. Pig iron — 
— Bay for first time 
ear. Prices a little higher 
Outleek or ee ~ he pig iron stead- 


ily growing be 
tom about the same 


ALS—Copper 
. ing shows small 
increase but y adn ay Fane is still 
gish. Other metals stronger in- 


tin and lead; zinc still weak. 
OIL—Crude oil production off. Refined 
_— are dull. Gasolene > a lit- 
le weaker. Exports not in good 
shape. General outlook not 
couraging. 


COTTON—Prices show tremendous ad- 
vance due to very poor Government 
report. The year’s crop will barely 
cover exports, necessitating digging 
into carry-over to cover domestic 
demands. 


COFFEE—Shows firmer tone on better 
Brazilian news. zil vernment 
Gaping. Trade demand on increase. 
Speculative following increases. 

WHEAT—Market stronger. Exports 
are very large and reports of poor 
Australian situation and also - 
sibly one in Argentine may have bul- 
lish effect later on. The trend looks 
upward. 

MOTORS—Volume of sales decline. More 

ice cuts. Heavy competition. Out- 
ook for the few months not 
satisfactory for many makers. 
Trucks in slightly better position. 

MACHINERY-—Still in a 
Large inventories. Farmers 
ing conservative policy. Tool ule 
not in good position. Outlook still 
unfavorable. 

TIRES—Still mainta’ning high rate of 

The approach of the 
cold season and practically certain 
slump in avt ture will 
pone result in less active period 

this industry. 


SUMMARY—The outstanding event is 
the greater strength in commod- 
ity markets, particularly cotton. Steel 
is im a better position and the rail- 
roads are reporting very fair earn- 
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number of unfavorable factors. 




















market and are altogether likely to main- 
tain that attitude for some time to come. 
It would raise unwarranted hopes to rely 
much on railroad buying this year. The 
fact of the matter is that even the large 
steel interests are not so anxious for the 
railroads to buy as they are for them to 
pay their bills to the said producers. In- 
cidentally, many of the carriers, contrary 
to popular impression, are pretty well 
supplied with new rails and track material 
so that new buying from this source is 
problematical, On the other hand, there is 
no doubt that from other sources the vol- 
ume of inquiries and actual orders is on 
the increase, although moderately so. It 
would not be misleading to state that in 
a general way the steel industry has 
turned the corner and should slowly get 
into a more active condition. 


COPPER 








Conditions Still Dull 


The copper market shows little dispo- 
sition to change its sluggish character, 
With the exception of the fact that of 
late there has been a slightly firmer tone, 
conditions are about the same as for many 
months. 

Buyers are holding off although nothing 
is obtainable under 12 cents a pound as 
compared with 117% cents several weeks 
ago. The largest producers are asking 
12% and 12% cents for nearby delivery. 

Domestic consumption is rather scanty, 
There is no rush to buy the metal because 
the unfavorable statistical position is gen- 
erally apparent to all. Foreign demand 
has been a little heavier, but far below 
the amount necessary to create a firm and 
active market. 

However, inasmuch as other metal mar- 
kets, including steel and iron, are showing 
more life, it is probable that copper will 
share, to some extent at least, in the up- 
ward movement although it is not likely 
that prices will show much of an advance. 
In any case, however, whatever change 
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comes into the copper market from this 
time on should be for the better. 

Production is still being kept down to a 
minimum. Many of the smaller producers 
have completely shut down their mines 
and some of the largest ones have either 
done the same or are producing at a bare 
minimum. <A few big producers are keep- 
ing skeleton organizations at work in 
order to keep their plants in efficient work- 
ing order. 

Practically every mine which is operat- 
ing at all is operating at a deficit. The 
largest factor is probably losing at the 
rate of nine or ten millions a year, This 
about illustrates the situation. Under the 
circumstances, the copper companies that 
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earn money this year will be very few and 
far between. 
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No Improvement in Sight 


Although the crude oil situation shapes 
up a | ttle better on account of the steady 
thoug!) moderate drop in production and 
the s: aller shipments from Mexico, there 
has been no changes with regard to re- 
fned petroleum. As a matter of fact, 
the ‘lining demand which has ibeen 
noted over a considerable period is still 
ence, Even gasoline, which has 
been (.e mainstay, shows signs of weak- 
ening under the pressure of smaller sales 
than . xpected. 

The gasoline situation is not so good 
as it should be at this time mainly be- 
cause prices’ to consumers are still too 
high, The retail price to automobilists 
on the road is 27 cents a gallon. This is 
about 10 cents higher than the pre-war 
price. Consumers are unwilling to pay 
this price and more gasoline could be 
moved if prices were cut to meet the con- 
sumer’s idea of what is a fair price. 

Kerosene shows .signs of strengthen- 
ing but the movement of the commodity 
is still extremely slow. Fuel oil is in about 
the same position which means that it is 
barely moving. Gas oil is a bit firmer but 
nothing much to speak of. 


nm ¢\ 


The export situation is still a barrier. 
Prices are susceptible to shading and 
numerous concessions are heard of. Very 
little is going abroad except on consign- 
ment, Conditions are such, however, that 
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it is not believed that even a sharp re- 
duction in export prices this autumn would 
help this market very much. The outlook, 
correspondingly, appears dismal at this 
writing. 

The statistical position of kerosene is 


illustrated by the fact that (according to 
the Government report) stocks on June 
30, 1921, were 3% larger than a year 
ago the same date and 11% larger than 
on January 1, 1921, The gasoline situa- 
tion is about the same with 750,000,000 
gallons in storage on June 30, 1921, or 49% 
greater than the amount held a year ago 
that date and 62% greater than the amount 
held at the beginning of the current year. 
While some inroads on. this amount has 
naturally been made -since June 30, it is 
obvious that-stocks are still too large and 
with the less favorable season approaching, 
it is hardly likely that there will be much 
of a diminution in the amount of gaso- 
line in. storage. 

Crude oil production in the United 
States in July was_at the average daily 
rate of 1,297,000 barrels. For July,, 1920, 
daily average production amounted to 1,- 
232,000. barrels,.so that 1921 production in 
July was somewhat greater than that of 
the same month last year. However, 
though -these figures would seem to’-belie 
it, the rate.of production is actually de- 
clining. This can be seen from the fact 
that whereas for the-first seven months 
of the current-year, daily average produc- 
tion was 134,000- barrels greater than that 
of the corresponding , period in 1920, July 
daily average production*was only 65,000 
barrels above that of July, 1920, so that 
the production curve actually shows a de- 
cline. To that extent at least the crude 
cil situation seems a little better although 

(Continued on page 728) 
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‘THE outstanding economic de- 
velopment of the past month 
has been the incredibly rapid rise 
in cotton prices. The rapidity and 
extent of this remarkable rise can 
be better appreciated from the fact 
on August 1, cotton sold around 
12 cents a pound and on Septem- 
ber 7 by a series of sharp upward 
swings had crossed the 22-cent 
mark. Thus within a period of 
about five weeks cotton prices had 
advanced 10 cents a pound or an 
appreciation of over 80%. 

This extraordinarily large rise 
was due to purchases, both specu- 
lative and actual, induced by the 
extremely unfavorable Government 
crop report. The yield, as esti- 
mated by Government experts, will 
total about 7,000,000 bales, although 
developments in the Southern grow- 
ing districts in the past few days 
indicate that the yield may actually 
be as small as 6,500,000 bales. This 
would be approximately half of the 
1920 crop. A more significant com- 
parison is that in the twelve months 
ended July 30, 1920, the total ex- 

— abroad amounted to 6,545,000 

es. 

In other words, this year’s crop 
will barely suffice to cover export 
requirements. There will probably 
not be a bale left for home con- 
sumption. The result of this is 
that last year’s carry-over will have 








The Rise in Cotton 


Why Prices Nearly Doubled 


to be drawn upon, probably to the 
extent of 3,000,000 bales out of a 
total of 7,000,000 bales. The 1922 
carry-over therefor cannot be more 
than 4,000,000 bales at the outset, 
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a ern low figure. Fur- 
ther, this amount should be low- 
ered, if general business conditions 
become better so that the final 
carry-over may amount to a com- 
paratively insignificant figure. 


This tells the story of the rise in 
cotton values. It is obvious that 
with such: an enormously strong 
statistical position to fall back on, 
there is no reason why prices can- 
not go considerably higher and 
prices of 30 and 35 cents a pound 
are already being talked of. 

The rapidity of the advance, how- 
ever, is such as to pave the way for 
a temporary reaction. 

Following along with the ad- 
vance in raw cotton, has been an 
advance in the price of cotton 
goods. Mills are compelled to pay 
higher prices for the raw material, 
and are passing this along to manu- 
facturers and others, who in turn 
are passing it along to the con- 
sumer. The cotton textile trades 
are broadening. Mills are increas- 
ing operations, and the outlook for 
this industry seems very bright. 

FROM AN ECONOMIC 
VIEWPOINT THE RISE IN 
COTTON IS OF GREAT IM- 
PORTANCE, AS IT TENDS TO 
ALLEVIATE THE DISTRESS 
IN THE SOUTH. GROWERS 
ARE ALREADY FEELING 
THE EFFECTS IN THE FORM 
OF HIGHER REVENUES; THE 
BANKS ARE IN A MUCH BET- 
TER POSITION, AND IN 
FACT, THE ENTIRE SOUTH 
SHOULD ULTIMATELY 
BENEFIT. 
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Building Your Future Income 


Excitement vs. Substance 


T would be interesting to know whether the reading public is not becoming tired of sensationalism— 
whether its appetite for superficial reasoning, warped to suit some special purpose, is not diminishing. 


Thus, as the mayoralty campaigns advance in our great cities, one wonders whether the wealth of per- 
sonal abuse, heaped upon one another by the candidates, compensates in the estimate of the voters for the 
candidates’ total lack of impersonal and constructive suggestion; and whether the avidity with which the candi- 
dates seize upon “issues” makes up for their failure to competently analyze and explain their own platforms. 


Or, as in matters of news, one wonders whether headlines that play upon emotions, arouse curiosity, 
excite interest still suffice to “hold” readers; or whether the reading public is not beginning to demand more 
flesh and blood articles, articles with sinew and tissue, underneath the heads. 

Or, as in matters of finance, whether blatant predictions made in promotion literature—the “come-on”’ 
stuff—continues as effective as it used to be; or whether, instead, the country’s investors are not beginning to 
demand plain statements, plain figures, interpreted, perhaps, but not exaggerated by glittering generalities. 

Certainly, if these new standards have not yet been set up, they must be set up soon. Disillusionment 
cannot go on forever without finally exerting an effect. Neurotic writing and neurotic speech-making must 
have a limit. 

When the change comes—if it has not come already—the writers and the speakers who have hereto- 
fore made capital out of one or two emotions will give place to those who have vital subjects to cover, who 
know these subjects from the bottom up; instead of from the top half way down, and who combine with that 
knowledge the ability to express themselves in language all of us can understand. 

And we, the people, who. have permitted ourselves to be jerked out of the depths into the heavens one 
morning only to be plunged back into the nether regions the next, will then be able to follow a more reason- 
ably even course. We can collect our shattered nerves, get back our grip on things, and, incidentally, do 
a little work. 
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The Story of a Has-Been 


Who Could Not Resist the Glamor of Mining Stocks 
By “THREE-SCORE AND FIVE” 





\M one of the has- 
| beens. Personally, I 

represent the chart in 
your September 4th mag- 
azine, as well as your 
articles along the same 
lines 

Graduating in medicine 
while young, I was lo- 
cated in a small court 
house village practising 
when I became 21. 

When I was 25 I had 
saved up enough to pay 
off some small debts, in- 
vest $700 in a first mort- 
gage on a nearby farm 
and to reserve enough 
cash to pay my way for 
the ensuing year. But, 
becoming ambitious, I 
moved to the Middle 
West for a larger—and 
less healthy—field. 

About this time I in- 
herited what was left of 
‘hat my grandfather had 
‘illed me—$1,900, This, 
with what I had made 
and collected on the farm 
mortgage, I invested in 
cheap wild lands, a vil- 


been.” 





his experiences. 


which to measure his future actions. 
not to buy cheap mining stocks,”"-—and he pass 
He is neither warped nor embittered. 
teach our young men to make good investments in stocks as you 
are trying to do,” he concludes, “‘or in progressive cities, there 
is no telling what fortunes they would accumulate.” 

“Three-Score and Five” insists upon calling himself a “‘has- 
After reading his manuscript, we are inclined to dis- 


agree. in our opinion, he is still a “comer.” 


In the wealth of human documents received from readers 
of the Magazine, we doubt that any single communication 
could rival that which follows. 

“Three-Score and Five,” fitted by temperament and experi- 
ence to deal in land and products of the land, and who has 
made what many would count a fortune in these things, looks 
back over his efforts to “‘beat’”’ the stock market, via the Cheap 
Mining Stock route—and he tells, in simple, straightforward 
fashion, the story of his failure. 

It is more than refreshing to see the light in which he takes 
Cardinal, instead of permitting 
defeats to discourage him, he_converts them into standards by 
He says, “I have learned 
the | 


Like a f 





selling more land at $200 
an acre or by selling 
houses at double what 
they had cost me a few 
years earlier. 


Later Developments 


The swell part of this 
town now adjoins this 
farm on one end and 
factories are on the 
other end, and by its 
sides. 

The boarding house I 
sold for $7,500 has lately 
sold for $38,000 for an 
automobile showroom. 

The residences I sold 
for between $5,000 and 
$6,000 cannot now be 





“If it were possible to 


™ bought for $9,000. 

About 1907 I received 
a copy of the “Ticker” 
(predecessor of THE 
MAGAZINE OF WALL 
StreetT—Ep.) which I 
read, but I had lost so 
much money on cotton 
and stocks that 1 was 
afraid to trust it. Besides 
I was taking another 
financial magazine whose 








age store house and a 
vineyard. 

The prohibition movement soon began 
to make trouble for the vineyardist, so I 
sold out my 500 acres of land and my 
vineyard with a heavy loss on every- 
thing except my storehouse, which I sold 
at a small profit. 

About this time I met and married 
my wife and moved back to a town near 
the one where I had begun practicing. 

My wife is a musician and she proved 
to be a helpmeet indeed. She had a good 
home, near the center of ‘the city, and 
] located there. 


The First Attempt 


I took a post-graduate course in Balti- 
more in 1886. One of my friends took me 
to a bucket shop one day and I ventured 
to buy 10 shares of, I think, Delaware, 
Lackawanna & Western at 72. In a few 
minutes I had a profit of $10. This set 
me wild, so I visited the place often, with 
varied success, but in a few weeks’ time 
I found the doors closed—and that just 
when I had the most money invested. 

This stopped me from speculating till 
just before the Baring fai'ure. I had 
saved up about $1,000. I put $500 in 
stock in a new bank and $500 on Louis- 
ville & Nashville stock. The Baring 
failure caused me to lose all my margin 
and shortly the bank failed also. I heard 
a the president broke the bank specu- 
ating. 

These failures left me with nothing but 
my orange grove; and the weather, not 
to be outdone, blew a terrible blizzard and 
killed all the trees in the orange belt, 
txcept a few specially favored ones. 


lr SEPTEMBER 17, 1921 


About this time my health began to 
fail. I was offered the appointment of 
County Treasurer in 1895 and I accepted 
it. This paid me a clear profit of $5,000 
in two years, which I invested in a dilapi- 
dated farm and a boarding house, the lat- 
ter costing $3,200 in 1896. The farm I 
bought by piecemeal—the first part cost- 
ing $20 an acre and the last costing $175 
an acre. At the age of 50 I owned eight 
city residences and a 120-acre farm ad- 
joining the city, on which I had built 
twelve small houses for use and for rent. 
I owed $7,000 on said property. 


Runs Profitable Dairy 


I moved on the farm and ran a dairy 
for several years, The net income from 
niy dairy was about $100 a month; from 
the boarding house $40, and my wife's 
residence $32 and about $30 from the 
others. 

In the dull hard times in the late nine- 
ties, this gave me a good income for sev- 
eral years which I used in building six 
new residences renting at $30 a month 
each, 

By 1906 things had advanced so fast I 
began to sell my farm off, somewhat like 
1 bought it. About June, 1906, I tele- 
graphed my New York broker to sell 
Amalgamated Copper at 118 and St. Paul 
at 127.: He refused to sell, saying he 
thought too well of them. About July, 
1907, I bought 200 S. P. at 85 and 100 
Atchison around 88. These I sold, S. P. 
at 80 and Atchison on stop-loss at 73. 

About the same time I lost thousands 
on cotton futures which I made up by 


mining editor was bulling 
Yankee Girl Gold Mines. 
He fooled me out of $6,000 cash—I yet 
have 1,500 shares, Do you know anyone 
that would like to buy them? 

In 1912, when Wilson was elected, I 
felt sure that he would honor his party’s 
platform to protect the citizens of the 
country, so I bought 1,000 shares of Mines 
Co. of America around $3 per share. As 
I had paid cash for same and as I was 
sure that it was a valuable property, I 
laid it away, paying little attention to its 
market quotations. 

The cessation of dividends and its grad- 
ual decline, nor the Secretary of State’s 
assertion that he “could not protect Amer- 
icans’ dirty dollars in Mexico” did not 
make me lose confidence, 


Rude Awakenings 


One day I was rudely awakened by a 
circular that a reorganization was an ac- 
complished fact and I could exchange my 
$10 stock for a $2 stock by paying $2 
per share for stock in Dolores-Esperanza 
Co. This forced me to sell out my $10,- 
000 stock for $116 net. 

Consolidated Arizona Smelters 
about the same way. 

Silver King of Arizona nearly as bad. 

bought 3,000 shares in 1919 for which 

paid $2,800 cash and sold for $180. 

Even the much bulled Alaska Gold was 
a failure. I made some money og it in 
1915 only to lose it all and more later on. 

I believe Magma Copper and Goldfield 
Consolidated are the only mining stocks I 
ever made money on. 

I made a little money—$4,000 to be ex- 
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act—in 1915 and 1916 on the big board. 

It seemed so easy! I made $2,600 in 
three days on the short side when the 
Germans sank three of those vessels near 
Nantucket on such stocks as Republic 
Steel, As at first, I became over confi- 
dent and thought I did not need your 
market letter so I did not renew in 1917. 
As the great war was on and as every- 
thing was to be inflated, I bought such 
stocks as New York Central and others 
on margin. It did not take many days 
for me to lose all I had made, as the 
rails began a steady decline. 

I now own one of the best lots in our 
city, which is large enough to grow all the 
fruits and raise all the chickens we can 
use and upon which I hope to build sev- 
eral houses. 

This letter comes under your third sec- 
tion—“Investment Pitfalls I have En- 
countered and the Lessons I Have 
Learned.” : 


The Re-Growth of the South 


From 1865 to 1875, especially, and, to a 
lesser degree, until 1880, the whole South 
was unstable, depressed and chaotic. 

I had a good general idea as to the 
condition of most of the South Atlantic 
and East Gulf States during that period. 


Columbia was a pile of ruins—Jack- 
sonville a village on a sand hill by the 
river—Atlanta a town on a red hill 
with a bog for its residence streets— 
Memphis a deserted town, filled with 
gloom and the ghosts of its departed, 
and Birmingham a mere village — not 
one of them able to see even a vision 
of its present greatness. 

Now, Columbia, sitting on a hill, is 
surrounded by great electric water 
powers, building and ready to be built; 
Jacksonville, on its sand hill, has 
stretched itself out and up and is able 
to shelter its Winter tourists with some 
of the best hotels on the Continent; 
Atlanta is known far and wide as the 
progressive city of the South; Birming- 
ham has become a real Birmingham, 
while Memphis has exorcised its yellow 
fever ghosts and become a great city 
by the Father of the Rivers. 


Judging the Future 


We have no better way of judging the 
future than by the past. If we so judge, 
we would say: “Young man, go to the 
growing cities and invest your hard-earned 
cash in good city property and, if other 
things are equal, select an electric, iron 
or coal city. Some may make money in 
mining stocks, but my experience has been 
wholly in favor of good town property, 
bought at the right price and held on to 
and never sold.” 

I have before me a list of 100 Southern 
cities showing their relative growth in ten 
years, 

In a new and growing country like ours 
I have no doubt but what greater fortunes 
on the average will be made on invest- 
ments in city real estate than in any other 
way. 

Also, I have no doubt but what our 
well located towns and cities, north or 
south, are just beginning their growth. 

Only a few years ago, we had few 
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cities with sewerage and none with phones, 
electric cars, electric lights nor autos. 
What improvements will we have next? 


“In 1906 I rode in horse-drawn cars in 


New York City. 


Lessons Learned 


The lesson I have learned is not to 
buy cheap mining stocks. If one is de- 
termined to speculate, get the best advice 
you can. After many sad pitfalls, I can 
truly say that I know of none better than 


the Investment Letter of THE Macaziyg 
or WALL STREET. 

If it were possible to teach our young 
men to make good, growing investments 
in stocks, as you are trying to do, or in 
our progressive cities, there is no telling 
what fortunes they would have accumy- 
lated in a few years. 

One word more. Do not over specy- 
late in either stocks or good real estate. 
Over speculation in either is very ant to 
cause loss. 





Capitalizing the Potash 


Geological Survey Issues Warning 


Te protect the public from misrepre- 

sentation and fraud by unscrupulous 
promoters and sellers of stocks based on 
potash deposits in western Texas, the 
United States Geological Survey, Depart- 
ment of the Interior, states that the potash 
deposits there, instead of being 1,100 or 
even 300 feet thick, as represented by the 
promoters, have not yet been proved to be 
of workable thickness or of commercial 
value, Rich potash salts, comprising the 
mineral polyhalite, which were deposited in 
association with great thicknesses of rock 
salt and gypsum in “red beds,” as in Ger- 
many, and, in fact, at the same time as 
the German deposits, have been discovered 
by representatives of the United States 
Geological Survey and the Texas Univer- 
sity Bureau of Geology and Technology in 
a co-operative search, but though this dis- 
covery, which was made public early in 
June, is encouraging and interesting, the 
practical question whether the deposits are 
thick enough to mine—that is, whether 
they are worth anything—is yet to be 
answered. 

Some years ago J. A. Udden, of the 
University of Texas, found traces of pot- 
ash salts in brines and cuttings from a 
well near Spur, in Dickens County, and 
fragments of some potash-bearing mineral 
in the Miller well, southwest of Amarillo, 
and in a boring at Boden, 20 miles north 
of Amarillo. Not long after these dis- 
coveries, the United States Geological Sur- 
vey, which had been analyzing brines and 
salts from all parts of the country, trans- 
ferred its principal search for potash, 
under authority of Congress, to the great 
“red beds” region of western Texas, 
eastern New Mexico, western Oklahoma, 
and southern Kansas. About three years 
ago the Texas University Bureau, in 
charge of Dr, Udden, joined with the Fed- 
eral Survey in this search. The systematic 
study of the geologic history of the region 
and of the salt and gypsum deposits, in- 
cluding the physical conditions prevailing 
in the area when these deposits were laid 
down, convinced the geologists that potash 
salts may have been deposited somewhere 


_in this region in commercial thickness. 


In a sample taken at depths between 
2,405 and 2,425 feet from the Bryant well, 
in Midland County, the field observer 
found strong signs of potash. While 
samples from this well were being analyzed 
salt rich in potash was found in cuttings 
from the 1,864-foot level of the Burns No. 
1 well, in eastern Dawson County. 

The Burns well is about 70 miles north- 
northeast of the Bryant well, and the pot- 
ash may have been obtained from a single 
stratum that extends throughout this dis- 
tance, though in the intervening space, or 


possibly far to one side, potash may be 
present in much thicker beds, for neither 
of these wells may be in the area ere 
potash was deposited in greatest thickness, 

Still more interesting and possibly more 
significant indications of potash hav« re- 
ently been found in another we! in 
western Texas—the River well o! the 
A. Pitts Oil Co., about eight miles east 
of Barstow, in Ward County. At this 
well, which is near Pecos River, about 
75 miles west-southwest of the Bryant 
well, potash salt was found at four levels 

The results of the tests of the borings 
from these three wells, of which those 
that are farthest apart are distant ‘rom 
each other about 125 miles, are certainly 
encouraging, but the Government gceolo- 
gists warn the public that the conditions 
of drilling and sampling at all three points 
are so unsatisfactory that it still remains 
to be seen whether the beds that are rich 
in potash are thick enough to justify 


their commercial exploitation. 
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Legal Notes 


Digests of Important Recent Decisions 


Tax—Franchise—Foreign Corporations 

The Court of Appeals recently decided 
that the mere depositing of collateral with 
a trust company in New York State by a 
foreign corporation did not subject it to a 
franchise tax as it was not by such deposit 
of s curity doing business in the state of 
New York—Manila Co. vs. Knapp, 229 
N 502. 


Lever Act—Unconstitutional 

The Lever Act (Act of Oct. 2, 1919, C. 
&, sec. 2, 41 Stat. 397), which in effect 
made it unlawful for any person to make 
an unreasonable rate or charge or to exact 
an evcessive price for necessaries was 
held unconstitutional in a recent decision 
by the United States Supreme Court. 

That this law in effect “penalized all acts 
detrimental to the public interest when 
unjust and unreasonable in the estimation 
of the court and jury.”—U, S. vs. Cohen 
Grocery Co., October, 1920. 

Ticker Service—Error in Report 

An unincorporated association giving 
ticker service to its regular customers 
stands in the same position as a newspaper 
publisher and it was held by the Supreme 
Court at Special Term recently that it 
could not be held responsible in damages 
for incorrectly reporting a decision of the 
United States Supreme Court which caused 
loss to a speculator who relied upon such 
quotation.—Jaillet vs. Cashman N. Y. 
Sup. Ct. 1921. 


Shipping Documents—Drafts 

It was recently decided by Judge Mayer 
in the United States District Court for the 
Southern District of New York that drafts 
and shipping documents must strictly con- 
form to the terms of the letter of credit so 
as to leave no room for dispute, otherwise 
the bank may properly refuse to honor let- 
ter of credit. 

\s the Court said “It would greatly 
impair the business of issuing letters of 
credit if banks were required to construe 
such documents.”—International B. Co. vs. 
Irving Nat. Bank., U. S. District. Ct. May 
19?1, 


Exchange—Expulsion of Member— 
Review by Courts 


In an action for damages brought for the 
alleged unlawful expulsion from the Con- 
solidated Exchange by a member who was 
charged with having taken trade to his 
own account where he was given a trial 
before the Board of Governors of the 
Exchange in accordance with its constitu- 
tion and by-laws found guilty and expelled 
and then sought redress in the courts. Af- 
ter a trial before a judge and jury the 
trial judge dismissed the complaint upon 
the ground that the courts will interfere 
no further than to see that he was accorded 
a trial in conformity with the rules and 
regulations of the Exchange. The Court 
of Appeals sustained this in accordance 
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with its ruling that the constitution and 
by-laws of a stock exchange constitute a 
contract with its members.—Garrie vs. 
Howell 230 N. Y. 81 mem (1921). 


Bank—Refusal to Honor Check 
An action for damages may properly be 
instituted against a bank for its unjusti- 
fiable refusal to honor the check of a 
depositor—Wildenberger vs. Ridgewood 
Nat. Bank (1921) 230 N. Y. 425. 


Shares—No Par Value 

The stock corporation law of the State 
of New York was recently amended so that 
shares of stock without par value or with- 
out nominal value could be issued upon the 
formation of a corporation, or by existing 
corporations upon the amendment of their 
certificates of incorporation—Chapter 694 
Laws 1921. 


Broker—Pledging Securities—Crime 

The Court of Appeals of the State of 
New York recently construed the Penal 
Law which makes it a felony for a broker 
who has securities of a customer in his 
possession for safekeeping to pledge them 
without the consent of the customer and 
applied it to the case of a broker who 
pledged customer’s ‘bonds to secure re- 
newal of note——People vs. Atwater, 229 
N. Y. 303. 


Stocks—Bonds—Fraudulent Practices 

Under a recent enactment of the Leg- 
islature of the State of New York the At- 
torney General of the State is empowered 
to investigate, conduct hearings, examine 
witnesses and prosecute if the evidence 
warrants any person, corporation or other- 
wise where there is proof of the fraudulent 
issuance, promotion, etc., of stocks, bonds 
or otherwise, by means of which money or 
property is obtained—Chapter 649, Laws 
1921. 


Stocks—Securities—Fraudulent Adver- 
tisements 
Misleading advertisements of merchan- 
dise, securities, service, etc., so as to cause 
the sale thereof by individuals, corpora- 
tions or others has recently been made a 
misdemeanor.—Chapter 520, Laws 1921. 


Corporations—Service of Process 

The treasurer of a foreign corporation 
doing business in New York may be served 
with process if he is in the jurisdiction of 
the courts of the State of New York on 
the business of the corporation and not for 
purposes merely of his own.—Bernstein vs. 
Kahn Shoe Co., Supreme Court, Special 
Term, N. Y. Law Journal, Aug. 4, 1921. 


Futures—Trading in 
The Court of Appeals of the State of 
Kentucky recently held that the buying of 
grain for future delivery when there was 
no intention of ever delivering the grain 


was a mere wagering contract and grain 
brokers who sued a customer for balance 
of his account could not recover. The laws 
of the State of Kentucky likewise make the 
brokers liable for losses—Dunlap vs. Perry, 
Ct. App., Kentucky, April, 1921. 


Stockbrokers—Books 

An application of a customer of a stock- 
brokerage firm to examine its books was 
refused by Judge Martin in the Supreme 
Court (August, 1921). He said: “The 
business transactions carried on between 
third parties and a brokerage concern are 
confidential relations and should not be dis- 
closed to anyone unless some very good 
reasons therefor.”—Hutton, vs. Guttmann, 
N. Y. Law Journal, Aug. 11, 1921. 


Elkins Act 

The Elkins Act was recently construed 
not only to prevent discrimination in rates 
between shippers, but to extend to any 
other advantage. So conspiring to receive 
discrimination in assignment of cars for 
shipment of coal is a violation of the Act. 
—U. S. vs. Johnson U. S., Dist. Ct., April, 
1921. 


Directors—Removal 
The doctrine that directors of a corpo- 
ration may remove an officer at pleasure 
was recently reaffirmed in the Supreme 
Court at Special Term by Mr. Justice 
Burr—Miller vs. Earp, N. Y. Law Jour- 
nal, Aug. 15, 1921. 


Drafts—Credit 

It was recently decided by the Court of 
Appeals that the selling of credit by means 
of a draft or check is nothing but a trans- 
action between a purchaser and seller and 
creates no trust relationship between the 
parties. 

The Court very tersely said: “The draft 
is not credit but represents the credit, or 
in other words, it is a notification to the 
correspondent or foreign representative to 
pay the money as directed. The draft is a 
direction to pay. It is not itself money 
or credit. It is simply used as such.”— 
Legniti vs. Mech. & Met. Bank, 230 N. Y., 
415 (1921). 


Shipping Board 

It was recently decided in the United 
States. Circuit Court of Appeals, Second 
Circuit (Aug., 1921), that the United 
States Shipping Board Emergency Fleet 
Corporation is not such an agency of the 
Federal Government that a debt due it is 
a debt due the United States, and it is not 
entitled to a preference under the Bank- 
ruptcy Law. 

The Shipping Board’s function was not 
governmental, but purely commercial, and 
the mere fact that all the stock was owned 
by the United States Government does not 
give it a sovereign character.—In re East- 
ern Shore Shipbuilding Co. vs. Wood. 

(Continued on page 736) 


Looking Out for Number One 


OU and I want wealth. 
Neither of us may want a vast 
sum, as wealth is reckoned today, but 
whatever the individual amount may be, 
we want it. As long as that want is a 
real, deep-seated desire founded upon a set 
purpose and not a will-o’-the-wisp sort of 
hanker, we are going to strain every fac- 

ulty we possess to gratify it. 

At the very beginning, however, we find 
ourselves confronted with a pre-determined 
factor that no amount of niental or physical 
evasion will enable us to sidestep—the 
universal law of Cause and Effect, or as 
Emerson has so aptly named it, the Law 
of Compensation. Before we can expect 
to see our ship come sailing into harbor, 
we must first send a ship to sea. Many 
years ago Richard Sharpe recognized this 
truth when he said, “Untoward accidents 
will sometimes happen; but after many, 
many years of thoughtful experience, I can 
truly say that nearly all of those who 
started life with me have succeeded or 
failed as they deserved.” In other words, 
“He who begins with crutches will end with 
crutches,” and before the average man can 
expect to place himself on a higher strata 
of intellectual, social or financial position, 
he must first visualize his objective as that 
state; he must then start progressing in 
the direction of that objective and govern 
his progress intelligently, leaning upon no 
one but himself. 


What Is a “Hobby”? 


The Standard Dictionary defines the 
word “hobby” as “something in which one 
takes an extravagant interest an 
absorbing pursuit.” As we trace from 
their sources the financial advancement of 
individuals who have become noted for 
their ability to accumulate great wealth, 
we find that these fortunes usually had 
their origin in a hobby of some kind. We 
also find that every object created by man, 
and every condition to which man has ob- 
tained, had its genesis in an “air castle” 
and was nursed into being by concentrated 
effort. A great inventor such as Ark- 
wright, Whitney, or Edison; a civilizing 
influence such as Socrates, Aristotle, or 
Emerson; a scientific genius such as New- 
ton, Burroughs, or Flammarion; an inspir- 
ing orator such as Demosthenes, or Web- 
ster; a brilliant statesman such as Lincoln, 
Gladstone, or Roosevelt—in fact all the 
great intellectual and productive lights that 
have shed their beneficial gleams upon the 
earth—have attained to their high emi- 
nence by a series of steps, each step easily 
recognized by the men themselves as they 
look backward over the pathway they have 
trodden, but which any man can discover 
for himself if he will but concentrate his 
efforts upon one given point, instead of al- 
lowing himself to be pulled hither and 
thither by conflicting desires and emotions 
like Micawber. As Mathews says, “The 
human mind, in short, resembles a burning 
glass, whose rays are intense only as they 
are concentrated.” 
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A Chat With Amateur Investors 


By G. S. GHASTIN 


All of us acquire a hobby sooner or 
later. Some of these hobbies are not of 
an expensive nature—a passion for taking 
snap-shots, collecting bugs or birds’ eggs, 
tapping rocks for fossilized remains of the 
past, browsing in old book-stores, tracing 
genealogies; these are hobbies that come 
within the scope of almost any man’s in- 
come, or as side-issues that he can easily 
afford, consequently the man who rides 
that sort of hobby does not, as a rule, con- 
sider great wealth as a necessary adjunct. 
Such men, when a pursuit of that nature 
becomes an all-absorbing obsession, are 
usually classed by business men as “dream- 


ANDREW CARNEGIE 


“Carnegie’s success can only be attrib- 

uted to a consistent effort to reach a 

given point and the greatest moments of 

his career were those when he was able 

to make good certain promises he had 

made to himself'in the early morn of his 
youth.” 


ers,” and are not generally noted for their 
money-making propensities. 


What a Hobby Will Do 


But, when a man begins to have visions 
of the greater and more luxurious phases 
of life, such as a spacious home and taste- 
ful furnishings; when he begins to picture 
himself at the wheel of a Rolls-Royce or 
sees himself, in his mind’s eye, entertaining 
friends at a week-end party on the deck 
of his steam yacht; when he begins to 
yearn for the snow-clad Alps in Summer 
the soft breezes of Honolulu or Jackson- 
ville in Winter, the charms of Venice or 
the golf course at St. Andrews; when he 
begins to think and dream of these things, 
his hobby requires money, and lots of it. 
When such a hobby becomes a part of a 


man’s “absorbing 
suit,” then he begins to acquire somethi 
else that always goes with it—wh 
psychologists call the accumulative mind 

A mind that focuses on accumula: 
and acquisition is one of the strongest a 
most certain powers for the creation 
effect on earth. As one writer puts it, “j 
is felt in human life, in plant life, j 
power, in speed, and last, but not least 
money.” Take a group of a thousand men, 
equip them with everything needful 
their sustenance and maintenance, 
cach identically the same outfit as his co 
panions, and set them down in a de 
island. Then pick out one of them, in 
into him a liberal dose of “accumulative 
mind,” and turn him loose in the crowd. 
If he runs true to form, it will only be a 
short time before he will own everything 
that the others originally possessed—lock, 
stock and barrel. He will be boss. He 
will not only possess himself of everything 
the others owned, but he will probably 
have a bale or so of their I O U’s to boot. 
The more he acquires, ‘the more he wants 
to acquire. The moment pinto a 
little, more starts coming ‘Wis way just as 
a snowball, if started rolling from the top 
of a steeply sloping mountain-side will not 
only accelerate in speed as it progresses, 
every revolution, through the acquisition 
but will greatly increase in proportion with 
of other particles of snow and of such 
other movable materials as may come in 
its path; eventually it reaches the tremer- 
dous size and irresistible force of an ava- 
lanche, carrying everything before it, and 
with it. “To him that hath, shall be 
given.” 


very existence, an 


The Desire for Money 


As far as you and I are concerned, the 
objective of any accumulative spirit that 
may move us may be pictured in the form 
of a fixed sum at a given age, usually. We 
acquire the desire for money, not because 
we have such a fondness for the coin itself 
or because we love the green texture of a 
Federal Reserve Bank-Note, but because 
we have been spurred on by some particu- 
lar hobby we want to exploit. Associated 
with the idea is the thought that if we are 
really to reap the full enjoyment from the 
realization of the desire, the objective must 
materialize before we become too old to 
enjoy it. The amount may be a moderate 
sum, or it may be millions, depending upor 
the sum of money required to make th 
enjoyment of our hobby possible; but, be- 
cause we have determined ambitions, w¢ 
believe that “our wishes are but presen'- 
ments of our possibilities” and we strive 
to make the dream come true. During the 
intervening period between the creation o! 
the idea, or hobby, and its fulfillment, we 
expect to devote the greater portion of our 
time and talents to efforts that will bring 
us to the mark. 

Psychologists who are making a study 
of the ability of our minds to attract unto 
them those things that are mostly deeply 
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engraven thereon by our imaginations, tell 

ys that if a man wants a thing badly 

thinks about it long and deeply 

concentrates upon it with un- 

ing intensity and tenacity of pur- 

he will materialize that thing. 

, writing along this line of thought, 

; that the Almighty has given men 

mg enough to reach the stars if he 

it put them out. There have been 

mber of volumes, brief essays, and 

written on the subject for the bene- 

young men and women, with the 

le intention of stirring up latent am- 

, and of impressing upon their minds 

ught that one can do what he thinks 

do; in other words that our achieve- 

s are in accord with the amount of 

and directive force we put into our 

This is something that we will not 

t to discuss here. But the fact re- 

that no man ever made his mark in 

world of ours who was not driven by 
ster passion. 


Carnegie’s Success 


Back in the days when he was a strug- 
gling telegraph operator, Andrew Carnegie 
acquired a hobby. It was a passion for 
His air castles were filled with 
thousands of literary treasures; he set his 
mind with bull-dog intensity upon the pe- 
rod in his life when he would have enough 
money to enable him to drop the tele- 
gaph key and spend the remainder of 
his life visiting the famous libraries and 
at galleries of the world. In his mind 
he pictured himself reveling in literary pas- 
tures, So to speak, conversing on the most 
familiar and easy terms with savants and 
men of note. He visualized a life spent 
among the truly great—among men who 
do big things. 

Anyone who has read the autobiography 

f Andrew Carnegie will agree that his 
ile story reads like fiction. No brain- 
reation of the greatest novelist could excel 
ninterest the story of the rise of that 
por Scotch boy. Carnegie achieved his 
gal—and more; the topping of one goal 
wually reveals a higher one just beyond. 
From the day when he first conceived the 
desire to the hour of its final consumma- 
tion, Carnegie worked in the law of Cause 
and Effect, and through it brought about a 
wonderful result; no greater demonstra- 
tion of the Law of Compensation has ever 
been made. 

Carnegie’s success can only be attributed 

a consistent effort to reach a given 
point, and the greatest moments of his 
career were those when he was able to 
make good certain promises he had made 
to himself in the early morn of his youth. 
As a well known writer has said, “The 
moments in a man’s life when, Alexander 
like, he feels that the world has no more 
prizes to be coveted, are few indeed. It 
has been truly said that an object to be 
desired is at once the pleasure and torment 
of life; sometimes a great object to be 
steadily pursued, all else being made sub- 
srvient to it; or more commonly, a series 
of minor objects rising one after the other 
in endless succession. If Keats did some- 
what exaggerate when he declared that 
there is no fiercer hell than the failure 
of a great attempt,’ yet it must be ad- 
mitied that the pleasure of a long-sought, 
ardently desired success, dreamed of by 
night and toiled for by day, is, probably, 
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enough, 


books 


as complete as anything this side of 
heaven.” There is often more real satis- 
faction in the knowledge that, even though 
one may have failed in an attempt, at least 
he has had the satisfaction of engineering 
his own failure, than there is in the thought 
that he has succeeded through the as- 
sistance of some one else, rather than be- 
cause of his own native ability. 


Methods of Attaining an Objective 


The methods we use to attain our ob- 
jective may vary with the individual and 
with the nature of that objective. Car- 
negie, for example, realized that his own 
personal efforts would never enable him 
to build up more than a pittance, or at 
the most, a modest savings account; so in 
spite of the now famous rule for fortune 
building that he laid down later in life 
when he said, “Put all your eggs into one 
basket—and then watch the basket,” his 
earlier financial operations were based, ap- 
parently, upon the older maxim not to 
put all your:eggs in one basket. His first 
investment of any consequence was for ten 
shares in a wel] known express company, 
for which he paid $500, and his mother 
had to mortgage their home to enable him 
to do that. Carnegie’s fortune may be 
said to antedate to that day. Later his 
activities extended in a variety of direc- 
tions, until finally he settled down to the 
manufacture of iron bridges, from which 
he graduated into the manufacture of 
steel. From his original $500 investment 
Carnegie acquired a fortune of approxi- 
mately $400,000,000, of which he gave 
away, for the benefit of humanity and the 
education of the masses, over $350,000,000. 
So do little financial acorns grow. One 
financial writer has figured out that if a 
man will save even so small a sum as $100 
a year, and will invest it each year so that 
the principal will double, or increase 100% 
the following year, in ten years he will 
have accumulated over $80,000. Kept up 
for five years longer and he will be a 
millionaire, thus demonstrating again 
Franklin’s well known theory that “Money 
makes money, and the money that money 
makes, makes more money.” 

A fortune, or even a moderate com- 
petence, cannot be accumulated over 
night, nor in several days and nights. 
It requires a basically sound mental and 
financial program—carefully thought 
out plans. The first thing the investor 
requires is an objective for, as Emer- 
son says, “the crowning fortune of 
a man is to be born with a bias to 
some pursuit.” He must make his ob- 
jective the prime factor of his existence, 
his hobby, and then if he maintains his 
equilibrium and judgment, every move 
he makes will be progressive. It may 
happen often to some of us, it is true, 
that the object pursued is not of a vitally 
important nature in itself, and sometimes 
does not fulfill our expectations even when 
it is really attained, but this by no means 
proves that the object was unworthy of 
the effort, and the experience gained in 
attaining the minor objective may be of 
material value to us in our pursuit of a 
greater one. 


Starting Intelligently 


The way to start anything intelligently 
is to begin right, and to start at the begin- 


ning. It would be impractical to plan a 
voyage to Liverpool or Paris from New 
York harbor by going back to Chicago, 
and yet this is exactly what many amateur 
investors and speculators try to do. Either 
that, or they go to the other extreme and 
plan to start from the Canary Islands, 
without considering the manner in which 
they are first to get over to the latter. 
Frederick the Great once said of Joseph II 
of Germany, that “he always wants to take 
the second step first,” and so it is with 
many people who go into the stock mar~ 
ket and endeavor to reach financial in- 
dependence by a short cut, whereas this 
has seldom been accomplished by any hu- 
man being. The woeful lack of preparation 
reminds us, of the story of the depot 
agent’s little dog, who lay waiting in the 
shade of the station platform each day un- 
til the fast express came thundering 
through the village. As the observation 
car at the end whirled by, the dog in- 
variably dashed ont after it, careering 
down the track surrounded by clouds of 
dust, yelping and barking as if his life 
depended upon it. One day a traveling 
salesman, who was waiting for the local, 
witnessed this performance, and asked the 
agent if the dog did that ewery day. 
“Yes,” was the reply, “every day, rain or 
shine.” 

“What do you suppose he does it for,” 
asked the knight of the grip. “He ought 
to know by this time that he can’t catch 
it.” 

“That ain’t what's worrying me,” said 
the agent, “I’m wondering what he would 
do with the derned thing if he did catch 
it.” 

So it is with amateur traders. We often 
wonder what they would do if they did 
catch a moderate sized winning. Would 
they immediately try to break the fortune- 
making record by improving upon their 
luck and buy more stocks? Would they 
save a portion of it, and try their for- 
tunes with the balance? Would they in- 
vest their winnings in their own business, 
and thereby expand that to the greater 
production point? Or would they simply 
conclude that “enough is plenty” and re- 
tire to a life of ease? 

That again, becomes a matter of in- 
dividual bent, and you can find as many. 
extremes of human nature in Wall Street 
as there are star-points in the universe. 
But the day when a man could get rich, 
by plodding along in the straight path is. 
over. The only difference between the 
rut and the grave is the length. The road; 
to success, never paved with roses or lined 
with flowered hedges, is more rough and; 
rocky today than ever before. Competition, 
is fierce; never did success in attaining 
one’s object, in more than a moderate de- 
gree, demand for its favor such a unity 
of physical and mental qualities. As, 
Carlyle said, “The race of life has become 
intense; the runners are treading upon, 
each other’s heels; woe be to him who, 
stops to tie his shoe strings.” 


Making Sure of Your Star 


If you wish to be successful in invest- 
ment or speculation you cannot go at it 


hit and miss. Get an objective—a hobby 
The driving force that will keep pushing 
you ahead in spite of obstacles is created 
by your desires. “Our motive power is 
(Continued on page 729) 
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Middle States Oil Corporation 


A Difference of Opinion 





"TWNHE following letter has been received : 
—Editor, THe MacaAzine or WALL 
STREET. 

Sir: In your June 25, 1921, issue of 
THE MAGAZINE OF WALL STREET under 
the heading “Today’s Best Stocks,” a mem- 
ber of your staff selects without prejudice, 
and with frank preference, the common 
stocks of the Texas Company and Middle 
States Oil Corporation as representing the 
two most desirable purchases in the listed 
oil group at present price levels. 
of the opinion that the stock of Texas 
Company is desirable, but in my estima- 
tion, Middle States oil is unworthy of 
praise and doubtful enough to justify a 
greater scepticism than your writer’s 
opinion implies. 

I am a constant reader of your maga- 
zine and have found in it valuable infor- 
mation; however, I feel that your selec- 
tion of Middle States as one of today’s 
best stocks shows poor discretion in view 
of more meritorious issues being available 
at attractive quotations. 


Growth Too Rapid? 


The growth of Middle States Oil Cor- 
poration has been too rapid to be as 
healthy as erstwhile reports and generous 
distribution of over 100% in stock divi- 
dends would indicate. It cannot enjoy the 
distinction of being a seasoned oil com- 
pany inasmuch as it holds the stock of 
numerous companies engaged in producing 
oil, the most hazardous phase of the in- 
dustry, There is a question whether 
cautious investors will overlook the fla- 
grant manipulation of the past attending 
the stock’s meteoric advance in market 


I am. 





Transporting Oil on Panuco River, Mexico 


Between Two Analysts 


price to 71344 despite the speculative fever 
of the time. Because interests connected 
with the company might feel disposed to 
support its present market price the stock 
does not deserve the recognition your 
writer extends, of operating with as little 
speculation as any company represented 
on the Stock Exchange. Should this 
presumed support be withdrawn possibly 
it would sell more in line with its probable 
value. 

Your writer mentions that the company 
has a fine production, largely settled, and 
no debts. He also states that it being an 
exclusive producing corporation, except 
several casinghead gasoline plants, the lo- 
cation of its properties in Oklahoma, 
Texas and Louisiana, which is the big 
producing area in the United States, is a 
point in its favor. A company would not 
have much in its favor unless it did 
operate in a producing area, so it is quite 
natural that an oil corporation of the 
size of Middle States would be active in 
our best oil states, Oklahoma, Texas and 
Louisiana. 

Your writer mentions that the extremely 
severe decline in the price of crude oil 
will probably prevent any increase in divi- 
dends but does not intimate that there is 
a probability of a reduction or complete 
omission of dividends. Middle States 
being chiefly a producing company is 
hardly exempt from adversity due to the 
current low price of crude oil despite any- 
thing that has been published to the con- 
trary. There is every likelihood that it 
has been hit just as hard as other inde- 
pendent producing companies and that re- 
trenchment steps will not prevent the com- 
pany changing its dividend policy in view 
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of the. unsettled condition of the indus- 
try and the wisdom of such a young con- 
cern conserving its cash resources. An 
inspection of Middle States’ Jast financial 
statement does not reveal a strong cash 
position in consideration of its capital and 
leasehold valuation. Your writer’s opti- 
mism seems to have been overdone in 
stating that the company’s dividend earn- 
ing capacity seems as sure as can ordi- 
narily be attained. It is too broad and 
does not denote an understanding of con- 
ditions as they are today and will be for 
some time in the oil industry. It is ap 
parent that nothing more than a cursory 
analysis of the Middle States Corpora- 
tion, as it appears on paper through the 
endless chain of handed-down statistics 
has been made. 
Production Figures 

I have not been able to obtain what ! 
consider authentic production figures of 
the subsidiary companies of Middle States 
that would substantiate the statement that 
the company has a fine production, largely 
settled. According to reports issued from 
time to time and the statistical reports 
that have come to my attention in regard 
to new wells brought in, the flush produc- 
tion of these wells usually settle flush in 
the absence of revised figures. It is 
readily appreciated how it would be un- 
wise in oil promotion to publish supple- 
mentary facts in regard to settled produc- 
tion and its subsequent depletion. In esti- 
mating Middle States’ “fine” production it 
is evident that all which appears in print 
is not true. There is a general belief that 
Middle States Oil has a daily production 
of about 12,000 bbls. It is not impossible 
that they did have such a production 
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at one time, but since then it appears to 
have had a considerable decline. A sta- 
tistical report that has been issued by a 
large statistical company and on file in 
hundreds of reputable brokers’ offices, in 
its description of the holdings of Middle 
States in various oil fields, mentions such 
figures as 2,400 bbls. daily for 
Number Seventy-Seven Oil Co. as of May 
7, 1920, and 4,130 bbls. daily for Texas 
Chief Oil and Gas Co. A fine produc- 
tion, | would say, if actual, but I am led 
to belief on good authority that the com- 
pany is contending with a settled pro- 
duction of considerably less. Very much 
less than is generally assumed. 

As far as I have had checked, for the 
last quarter of 1920, the subsidiary com- 
panies of the Middle States Oil Corpora- 
tion, operating in the state of Texas, filed 
production reports in that state with the 
State Comptroller at Austin, Tex., show- 
ing 2 total production of 122,475 bbls. of 
a value of $406,068. For the first quarter 
of this year, a compilation of their re- 
ports from the records of the State Comp- 
troller shows that 98,872 bbls. were re- 
ported of a valuation of $177,090. Appre- 
ciating the significance of these figures, 
Middle States operations in the Texas 
fields were not very profitable for a period 
of six months. With the present price of 
crude oil a poorer showing is possible. 
Against the figures gathered from state 
records, statistical reports will show that 
the corporation has a production of from 
10,000 to 15,000 bbls. per day. Published 
statements intimate that the Dominion Oil 
Co., Number Seventy-Seven Oil Co. and 
Texas Chief Oil and Gas have an aggre- 


gate production of nearly 10,000 bbls. 


daily. The operations of these subsidiary 
companies are virtually confined to Texas. 
Such an estimated production at the end 
of six months would necessitate the re- 
porting of about 900,000 bbls. to the state, 
whereas in a six-month period, the last 
three months of 1920 and the first three 
months of 1921, a total of only 221,347 
bbls. were reported of a total value of 
only $583,158. Based on the figures I 
have as being submitted to the State 
Comptroller, the production of Middle 
States in the State of Texas did not aver- 
age more than 1,100 bbls. per day. Since 
then it might have increased, or at this 
time might be less, if the Bureau of Mines 
Bulletin 177 is considered of any value 
on the subject of “The decline and ulti- 
mate production of oil wells, with notes 
on the valuation of oil properties.” In 
the absence of any evidence to the con- 
trary, it is apparent that the corpora- 
tion's production in Oklahoma and 
Louisiana is nominal and not large 
enough to offset the discrapancy between 
assumed and actual production in Texas. 
The figures representing six months’ op- 
eration in Texas do not impart a favor- 
able impression or assure stockholders of 
an uninterrupted dividend policy. 


IMPERIAL OIL CO. 


It was announced on July 10, 1920, that 
the Imperial Oil Corporation had been 
chartered im Delaware at $20,000,000. 
This company is affiliated with the Middle 
States Oil Corporation and it is claimed 
that the company has under ownership or 
firm contract in Oklahoma, Texas, Ken- 
tucky and Indiana, approximately 8,800 
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acres with a present aggregate daily pro- 
duction of 4,600 bbls. of oil from present 
producing wells. -Not a very modest 
capitalization, but look how it swells the 
capital account of the Middle States Co. 
The omnipotence of the word Imperial 
serves its intended purpose, but does not 
explain why it was necessary to add to 
the announcement of the companies’ in- 
corporation that the properties of the com- 
pany were undergoing gauging, with a 
view to determining the exact production 
which will also determine the issue of pre- 
ferred and common stocks. If such a de- 
termination of actual production has been 
completed and published it has never come 
to my attention. Stockholders of Middle 
States cannot overlook the fact that a 
great deal of stock has been issued 
against property values, a practice which 
conservative oil companies avoid. 

Gauging production is a step in the 
right direction, and an official estimate 
of present production and probable profit 
tlerefrom for the.year would be an ex- 
ceedingly interesting document for stock- 
holders. The management of an oil-pro- 
ducing company can give a fair estimate 
of the daily amount of oil it is bringing 
to the surface, if it feels so disposed. 
Assuming that it is not stated, Middle 
States being strictly a producing company, 
it is comparatively easy to estimate profits 
for the year, based on statements of the 
past, and a crude oil price of 70% less 
than one year ago. If crude oil does not 
have a 200% advance in the next six 
months, Middle States will need a total 
production of 9,000,00@-bbls. this year to 
obtain a gross revenue from oil and gas 
sales of $8,707,017, as reported for 1920. 
Such a revenue was stated as having been 
derived from the sale of oil and gas when 
oil had sold during the year as high as 
$3.50 per bbl. It is evedinet, therefore, 
that less than 3,000,000 bbls. were pro- 
duced in 1920. To made an equal show- 
ing, this year’s production will have to 
increase 200% to offset the decline in the 
price of crude oil, 

The value of the companies’ leaseholds 
in December, 1920, are shown as $48,319,- 
008, as compared with $15,040,001 in 1919. 
Considering the valuation of 1919 placed 
on leaseholds and subsequent financing it 
is evident that there has been a great ap- 
preciation in value, despite the additional 
companies acquired. It can even be as- 
sumed that the value of the companies’ 
leaseholds has been inflated. At any rate, 
it cannot be denied that the value of such 
leaseholds have not suffered a material 
depreciation in value from loss of pro- 
duction alone. Depreciation is an item 
that does not appear very bulky on the 
companies’ last balance sheet. If lease- 
hold valuations were to be impaired by 
heavy depreciation charges, that-are justi- 
fiable, it would lessen the alleged value 
behind the generous stock dividends that 
have been paid. Time, perhaps, will in- 
vite the alleged conservatism of a number 
of oil companies to make the heavy prop- 
erty depreciation and well depletion 
charges that are proper in view of the 
decided change in the industry. In the 
case of Middle States, considering the 
great decline in production in the Burk- 
burnett and Electra fields of Texas and 
the Homer and Bull Bayou fields of 
Louisiana, it should be natural that de- 


preciation and not appreciation charges 
should be in vogue. 

In conclusion, I would like to ask you 
to have your experts give Middle States 
and the oil industry a more thorough 
analysis in order to determine more con- 
clusively whether the statement that the 
companies’ dividend earning capacity seems 
as sure as can ordinarily be attained, can 
be relied upon. 

Yours truly, 
H. A. LAMPMAN. 


The foregoing letter was referred to 
H. L. Wood, the analyst who endorsed 
Middle States Oil shares as among the 
“day’s best stocks” in the issue referred 
to. Mr. Wood's reply follows: 

Answering briefly the somewhat techni- 
cal objections of Mr. Lampman to a re- 
cent MAGAZINE review of the Middle 
States Oil Corporation, it seems only 
necessary to explain several of his criti- 
cisms. 

1. Its quotation of $71.75 during the 
boom. All shares had the same advance, 
regardless of intrinsic merit, and all have 
receded as much as Middle States, even 
Standard Oil shares being no exception. 
Manipulation can be charged against Mid- 
dle States with no more certitude than 
against the managements of nearly every 
other corporation. 

2. In re the quarterly reports by all 
oil producers in Texas, by which gauge 
the gross production tax is levied. They 
do indicate exact production. But has 
Mr. Lampman, in his citation, included 
every subsidiary of Middle States? Fur- 
thermore, Oklahoma requires identical 
quarterly reports by oil producers, but 
Mr. Lampman fails to mention the de- 
tailed production. 

I am willing to admit that newspaper 
mention of big wells and frequent boost- 
ing references do not accurately gauge 
any corporation’s oil production; also, that 
Middle States’ daily production may not 
be as large now as it was six months 
ago, for oil production has a habit of de- 
clining. All these matters are of daily 
detail that over a period are equalized. 
The fact of significance to stockholders is 
the consistency with which the dividends 
are paid; and on this score Middle States 
has a quite consistent record during its 
four years of existence. If it had been 
organized earlier it would now be older, 
is about the only answer to the criticism 
that it is a comparatively new ec~ganiza- 
tion. 

3. I am accused of “optimism over- 
done” because it was stated in the review 
under criticism that the continued pay- 
ment of dividends by Middle States is as 
reasonably certain as may be ascertained 
by a careful analysis of resources and plan 
of operation. That statement is here re- 
peated and stands, with the qualification 
that the writer makes no claim as a mind- 
reader in an effort to figure out what the 
managers of corporations will do six 
months or a year in the future. It fre- 
quently happens that corporations reason- 
ably prosperous and in good position quit 
paying dividends. That action, I take it, 
is as much chargeable to conservative and 
optimistic temperaments of directors as it 
may be to conditions. Fundamentally the 
plan of oneration of the Middle States Oil 

(Continued on page 732) 
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Common Sense in Speculation 


The Stop Order Simplified—The Stop Loss on the Long and 


oe HAT do you mean by buying 
‘with a 3 point stop’?”’ “How 
can my broker keep stops in his 
office and only put them on the floor when 
the price is approached?” “What is a 
stop anyway?” 

Nary a week passes in the Statistical 
Department of THE MaGAzINE oF WALL 
Street without these questions and many 
more along the same lines. To some of 
us who are thoroughly dried. and salted 
in the words and ways of the Street such 
questions seem superfluous: yet, the 
writer has met business people who have 
dabbled in the market on and off for 
fifteen years and who would not under- 
stand such advice as, “I’d sell Steel short 
on stop 73% with a 2 point stop.” 

Either the average man assimilates a 
few simple terms and lets it go at that to 
cover his speculative propensities, or the 
writers on the subject have found diffi- 
culty—not in writing about it—but in get- 
ting their ideas firmly imbedded in the 
other man’s mind. This writer has looked 
over a number of articles regarding stops, 
and although they seem clear enough to 
anyone familiar with 60% of Wall Street’s 
vernacular, it is understandable that the 
40% shortage in knowledge accounts for 
failure to appreciate and understand. 

Besides, every important swing in the 
market brings in a new crop of new in- 
vestors and speculators and there is more 
general ignorance (which is not discredit- 
able) than is generally understood. 

The writer will address the new crop, 
and those who know everything there is 
to speculation will have to excuse us and 
pass on to the next article. We are 
going to try to put the matter very simply. 


Why a Stop Loss Order? 


When you buy or sell you hope for the 
best but you do not know whether your 
selection is going up or down. No man 
knows. When you buy or sell you take 
a chance. If you imagine you are not 
taking a chance you have no business 
either to speculate or invest, except in 
gilt-edge bonds of first water standing. 
Even then you have to take a slight 
chance. Even Liberty Bonds can go down! 

Admitting then the element of specula- 
tion or risk in buying or selling, men 
of experience have sought to limit this 
risk in some way so that their losses 
could never be ruinous. Certain specu- 
lators of the old school, like E. H. Har- 
riman, are reputed to have disliked tak- 
ing even a single point loss; indeed, the 
latter is said to have let his stock go 
at a loss if it only declined from x to % 
a point on this theory. 

If U. S. Steel, after recording strings 
of sales around 74 to 74% and the next 
day moves up to 7436-74%, it looks as 
if it is going up, and it is tinie to buy 
because all those sales around 74 appeared 
to be accumulation for the purpose of 
advancing the stock several points. Such 
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By VICTOR DE VILLIERS 


a man as the.late E. H. Harriman (if 
it be true that he traded so closely as 
within 34-%4 stop order) would probably 
argue to himself that if he is right in 
becoming bullish on Steel at 7434-%4 and 
buys it there, the stock ought not to re- 
turn to 73% nor even 74 if it intended 
going up. If, on the contrary, Steel 
should thereafter wriggle between 74%- 
3% and then a sale comes through 74%, the 
low points up to this stage might only 
represent “minor fluctuations.” 


If, however, Steel would thereafter 
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record a sale at 74 the “close traders” on 
the reputed Harriman order would argue: 
“Steel has reversed its position according 
to my rules and judgment. The indica- 
tions at a price of 74% were bullish. I 
did not contemplate holding it at 74 or 
below again, on this move and I will 
therefore, sell it and take my loss for 
the time being.” 

Such a close trader would either have 
a “stop” on the stock at 73% or 74— 
more likely the former—or would in- 
stantly telephone his order to sell out at 
the market. 

Whether a man buys to risk his loss to 
a maximum of a fraction of a point or 
several points is immaterial. The theory 
is that a movement having started in a 
certain direction, it ought to continue in 
that direction without a material reaction. 
Some people would consider % a “ma- 
terial reaction” from a given price, while 
others would consider 2% points a “fluctu- 
ation.” The latter would almost invari- 
ably want to get out of their stock on the 
next 4% down; in other words theirs was 
a three point risk. 

Experience has proven that it is wise 
to limit the risk in trading or speculation. 
The risk can be limited by the “stop 
loss order” or “the time stop.” You can- 
not go to an insurance company and take 
out a policy against loss in speculation, 
but you can use a stop order. Since there 
is no other way out, a stop order can be 
considered the only device known to ex- 
perienced traders to prevent iarge losses 
and conversely to conserve their main 
trading or speculative capital. 
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Is a stop order necessary? It is no 
more “necessary” than life or fire in- 
surance may be considered a necessity in- 
asmuch as it is one of those things you 
do not have to have. But like the blessing 
of ordinary insurance, the stop order— its 
substitute in the stock market—has been 
found a welcome way out of. a load of 
possible anxiety, and the ultimate prob- 
ability of disastrous losses. 

A stop order is, therefore, a form of in- 
surance; the only form known until some 
other kind is invented. It has its faults 
and very many limitations, but those who 
condemn it are invited to suggest a satis- 
factory substitute. We have searched {or 
something more satisfactory but traders 
of thirty years’ experience are still using 
it, so we can assume that it is worth 
while. 

The insurance is put into force in this 
manner: when you buy a stock with the 
idea of holding it for profit only you in- 
struct your broker to place a stop on your 
stock, stating through how many points 
decline you are willing to hold it, If 
for example, you believe U. S. Stee! a 
good purchase at 74 you can protect your- 
self against a serious decline by placing a 
3, 5 or even 10 point “stop loss order” 
on it—meaning that you have decided in 
advance that you will stop your possible 
loss in such a speculation at a certain 
number of prearranged points. 

Let us put it another way. You are 
advised by your banker, butcher, or 
friend that Steel is a wonderful bargain 
at 74 and you realize that it is cheap 
and know it is around its low price in 
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years. You would like to buy “at the 
low”—every man in the world likes that. 
The moment you decide to buy you com- 
mence to experience two well known Wall 


Street sensations—fear and hope. Those 
two words represent the whole works be- 
cause the whole market moves up and 
down on fear and hope. Most writers 
express it the other way about. This 
writer places fear before hope advisedly. 

Having bought or going to buy, you do 
not know, your friend does not, and no 
one knows what is going to happen next. 
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If your friend is sure about it ask him to 
guarantee you against loss; what’s a 
guarantee between friends? However, he 
will neither guarantee nor insure you, but 
you can do it for a premium! The 
premium on this insurance is as much as 
you care to risk. 

Suppose you decide that if you buy 
Stecl at 74 and it goes down to 72 on you, 
you friend the butcher will be a mighty 
fine judge of cows. You know in your 
heart that you will then have regretted 
your haste and when it drops to 70 you 
wil! have a sinking feeling just below the 
waistband; but you will then be helpless 
wit, nothing but your hopes and fears to 
guile you—no longer a question of calm 
recsoning, or desire to buy Steel as low 
as vossible. 

\Vell, the stop loss order enables you to 
forestall poor judgment, mistakes, con- 
fusion, if you have this Wall Street policy 
of insurance called “a stop loss order” paid 
for by allowing your broker to sell you out 
irrevocably and automatically if the stock 
should go down 1, 2, 3 or as many points 
as you judge in advance would produce 
that sinking feeling. 

Ordinarily, the 3 point premium is about 
right for most stocks, and if you agree 
so far that it is well worth a few points 
to protect yourself, you will at the time 
you give your order to buy Steel at 74, at 
the same time tell your broker to buy it 
“with a 3 point stop.” 


The Order Form 


‘ou will note that this order is really 
two orders. You have authorized a pur- 
chase at 74, and a sale at 71. Trading 
by wire, telephone, or verbally does not 
obligate you to fill up any forms so long 
as the intention is quite clear. However, 
if you make out an order form, you will 
have to complete both orders which would 
read as per form 1 and 2. 

There are two mysteries only to form 
number 2 to the uninitiated. The word 
“stop” here means that the stock must 
only be sold if a sale of U. S. Steel oc- 
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urs thereafter at 71—in other words you 
top if it makes that price. “G. T. C.” 
tands for “good till cancelled” (or “good 
till countermanded”) and the reason for 
1is is every order to a broker is con- 
idered valid and operative for the day 

ly, and is struck off his books auto- 

itically—unless you desired it to be “an 
‘en order” to remain good until cancelled 
y you. Steel might hesitate between 72- 
74-76 for a day, weeks or months before 
making up its mind, but so far as you are 
concerned, when you placed your “stop” or 
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your “stop loss order” (they mean the 
same) you made up your mind in advance 
that you would not be caught for more 
than a three point loss. 

Many things are possible after this 
event. Steel might only decline 2% points 
or even 2% points and then go up to 80. 
Or it might go down 10 points and there- 
after go up. At 71 you parted company 
with Steel automatically, and you are then 
in a position to look up your friends, or 
look over U. S. Steel again, or look into 
your finances and rebuy it lower or do as 
you please, 

You paid a 3 point premium for in- 
surance on your main capital. This is 
over 4% on the price, it is true. If you 
bought on a 30 point margin you risked 
10% of your capital and lost, but you 
saved the other 90%. If you had bought 
Steel a few years ago around 125 even 
on a 50 point margin, you would have 
lost all—and you would kick yourself to 
know that a “stop loss order” of 3 points 
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would have gotten you out of Steel at 
122; in other words, you would have 
made an automatic sale to some other 
poor wretch at 122, and politely “passed 
the buck” to his successors all the way 
down to 70. 

If anybody knows of a better device 
or substitute we would like to meet and 
shake hands with him, because we are sure 
a number of people in Wall Street would 
be very much interested. 

The writer would make clear the point 
that the number of points protection or 
“stop” is entirely discretionary with the 
buyer, but it should be determined by the 
selling price of the stock, its peculiar 
style of action and its steadiness or ir- 
regularity. A stock like»U. S. Steel is 
satisfactory to trade in with a 3 point stop 
because this erstwhile leader of the mar- 
ket (still is the leader of industries) sel- 
dom moves up or down 3 points without 
such movement meaning something. On 
the other hand, a stock like Standard Oil 
of New Jersey could move down 15 and 
then up 10 on the purchase or sale of a 
few hundred. Mexican Petroleum moves 
with the swiftness of a racehorse within 
10 points, and it has moved 45 points in 
a single session. To buy or sell these 
stocks with 3 point stops would just be 
a premium on folly. On the other hand, 
a stock like General Motors, which gravi- 
tates around 10 ought not to move up or 
down more than a point or so without 
indicating a change in its market position, 
and if it declined 2 points after we bought 
it for speculation we would like to step off 
temporarily. A 3 point stop on Steel is 


4.1% on its price; the same stop on 
General Motors at 10 is over 33%; while 
a 3 point stop on any stock selling at 20 
is 15%. The rule should be a reasonable 
percentage on the price and certainly not 
more than 10%. It will be found best to 
make the stop between 4% and 5% so 
that when a stock like Canadian Pacific 
breaks to around 100 (it sold at 101 in 
June, 1921) it would be better to use a 
5 point stop—5% on the price—rather 
than a 3 point stop which is less than 
a 3% premium. 

I would hardly care to lay down rules 
for all stocks, but it can be said in general 
that all sober steady stocks on the order 
of Steel, Wool, Rubber, Smelters, Ana- 
conda—in fact any of the old-timers— 
will respond best to the 3 point law. All 
low-priced issues like General Motors, 
Sinclair, or Cosden, can be held satis- 
factory (when the time is believed ripe 
for purchase) with 2 point stops. Stocks 
like Crucible, now low in price, but big 
in capers; Mexican Petroleum, big in 
price and temperament; Reading, the 
guiding star of railroad speculation; 
Baldwin, the half-mystery equipment that 
makes or breaks; Standard of Jersey, that 
resents all speculation in it—such stocks 
as these are more adaptable to the 5 point 
order, with a good deal of reservation in 
a case like the latter. 

An inactive stock should either be 
tackled for investment only, or played for 
a very big decline or fall without stops, 
but with full knowledge that the play is 
not with a stock but with a firebrand. 
In the big main issues there are always 
buyers and sellers; always “a market” 
and in the case of Steel, a buyer or seller 
every eighth down—as regular as heart- 
beats. A good many other stocks act in 
a perfectly dignified manner, for example, 
United Retail Stores, sometimes Ameri- 
can Sugar, Union Pacific or Southern 
Pacific. The latter is particularly re- 
spectable in that, dive. ted of its oil specu- 
lation, it moves as a railroad stock within 
a fair range, good market, and “adaptable 
to stop loss orders.” 


Selling Short With Stops 


The rule is no different. In this case 
the seller orders the sale of something 
he hasn’t got, but can borrow—through 
his broker. His hope is to be able to 
buy later at a lower price, and use his 
purchase to redeem his loan. Let us not 
discuss the ethics of short selling just 
now; there is too much to be said on 
both sides. 

However, assuming we think, believe, 
are advised, or just wish to sell some 
Steel at 74, believing it to be too high, we 
hope to buy it back at any price below 
that figure and make the difference. Here 
again, our judgment might be hopelessly 
wrong, as it proved to be to the short- 
sellers around 80 and then rose to 116%. 
1 do not know whether anyone sold it 
short at 80 and “covered” around 100 or 
around its high point of 116, but if any- 
one did so, he would join the other man 
referred to previously, in kicking himself 
for not using a 3 point stop. Such a 
stop would mean that, having sold it short 
at 80 and the stock thereafter rising to 
83, the aforesaid short seller would buy 
around 83, swallow his 3 point loss and 

(Continued on page 734) 
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Harking to the Raven’s Croak 


Does It Pay? 
By JOHN READ 


66NEDUY ‘em on the declines” is old 
stuff, and now-a-days is almost 
invariably followed by a request 
to be informed as to just how many points 
constitute a decline. 

But, old and passé as is this favorite 
admonition of the brokers, it is the one 
bit of advice in Wall Street which is open 
to no argument or rebuttal. 

As to answering the skeptic, who seeks 
the method of recognizing’ a decline, I 
think I may with little fear of contradic- 
tion venture the opinion that the market's 
action of the past year has been somewhat 
of a decline. As one who, during the past 
few months, has listened to slightly more 
than 46,000 raucous yelps of distress, I 
will say that at times Johnny Decline ap- 
peared to be going so strong that nothing 
but a twelve-round bout with K. O. Panic 
would calm him. 


What of It? 


Such being the case we will agree, un- 
less some broker or banker wishes to 
argue the point, that we have seen and 
felt a decline. That makes it unanimous, 
and a proletarian in the gallery queries 
through his adenoids, “What of it?” 

Just this: 

In all the history of Wall Street there 
is no recorded instance where a prolonged 
and precipitate decline has not been fol- 
lowed by a swift and sheer recovery. 

With the exception of the radical agi- 
tators, the professional bears and a few 
dyspeptic mourners, there is none in Wall 
Street who doubts the ability of American 
business to throw off the blanket of de- 
pression which now smothers it. There 
are few keen market observers but who 
see in the present market many signs of 
underlying and resilient strength. Even 
those who fear prices may go lower believe 
that the investor who buys now with 
judgment, and exercises patience, will 
surely be rewarded for his sagacity and 
faith, Every banker and broker with 
whom I have talked during the past month 
agrees that this is so. One large wire- 
house recently told its clients that the 
market was scraping bottom and that an 
appreciation in values would probably be 
witnessed for the next three years. 


Let People in on the Secret 


Which is to say, this firm believes that 
every one of their customers who buys 
now and holds on will make a profit. Many 
brokers hold this same opinion, and the 
mystery is not why they hold it but why 
they are so careful to keep it to them- 
selves. Why don’t they get busy and 
tell the world of the bargains which they 
have for sale? Why do they sit back, 
dejected and morose, doing nothing but 
waiting and hoping for prosperity’s re- 
turn to the Street when they might with 
little effort make sure of its speedy re- 
turn? 
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Is not the mental posture of many of 
the brokers responsible for the present 
lethargic market, which gives us all acute 
pains in various parts of our anatomies, 
and causes the old bank-roll to take on 
the appearance of a frog’s hair suffering 
with malnutrition and a rampaging hook- 
worm? 

Many of the merfibers of the exchange 
remind me of Southey’s “Old Woman of 
Berkeley” who heard the raven croak: 
> as she sat at her meal, 

And the old woman knew what he said ; 
And she grew pale at the raven’s tale, 

And she sickened and went to bed.” 

Yes, the brokers have harkened to the 
croaks of the ravens; they have given ear 
to the dolorous chant of the frog-pond 
chorus; their minds have become the 
abodes of Doubt and Pessimism; in their 
feet Frost has found an abiding place. 

In a time of depression and cheap prices 
I can understand why a merchant, or manu- 
facturer, who can afford to carry, but 
can’t afford to sell his stock, may refuse to 
advertise; but, why a stockbroker in such 
times refuses to offer his wares to the 
public, and insistently call its attention to 
their soundness and cheapness, is beyond 
the horizon of my comprehension. 

The brokers, who have faith in the 
country’s recuperative powers and in the 
ability of our industries to adjust them- 
selves to post-war conditions, are whisper- 
ing that stocks are cheap. Why don’t they 
talk out loud and tell the world of their 
faith? Why don’t they invite the public 
to step up and buy while securities are 
cheap? 


Customers Worth More Today 


Every customer made now is worth ten 
of the kind made two years ago when 
brokers wasted hundreds of thousands of 
dollars in their advertising by using poor 
mediums and worse copy. Then, the mar- 
ket was near its top and the buyers got 
stung. They were customers for a few 
weeks or months and have been knockers 
ever since. Today, conditions are re- 
versed; prices are as much too low as they 
were then too high. The new customers 
make money and become satisfied patrons 
—assets. And, don't let’s delude ourselves 
or bandage our éyes to facts; satisfied 
customers in Wall Street have become 
almost as scarce as long skirts and 
feminine ears. But, before two million 
share days will have come again, such cus- 
tomers will have to be found, and only a 
great educational campaign will find them. 

Busjness on the Exchange isn’t so poor 
because, as many brokers claim, the people 
have no money with which to buy securi- 
ties. There are enough people who have 
the money and the inclination to buy if 
they were shown the facts regarding the 
intrinsic value of ‘many of the listed stocks 
which are selling at panic prices. 

Under the present rules of the New 


York Stock Exchange, I'll admit, it is 
difficult for a member-firm to properly ad- 
vertise, but ruinous ills call for drastic 
cures, and the present sleeping-sickness in 
the Street may easily prove fatal to many 
if something is not done—and done quickly 
—to gain the good-will and confidence of 
the public. 

A wide advertising campaign by the Ex- 
change and its members, explaining the 
ideals and functions of the Exchange, and 
advising as to good investments would 
benefit the public and would be of in- 
calculable value to the Exchange itselj 
and its members. 


What Might Be Done 


There are hundreds of houses in Wall 
Street whose names are synonymous with 
integrity, who should compile lists of 
stocks which they consider to be bargains. 
These lists should be placed before mil- 
lions of people all over the country. The 
results would be astonishing to the ad- 
vertisers. People will always buy a bar- 
gain which is properly and insistently 
called to their attention. And, after they 
have bought, there will dwell throughout 
the land thousands of boosters of the New 
York Stock Exchange where now the 
knocker runs wild and free. 

When one considers the proposition, 
isn’t it poor business to advertise only 
when the market is booming and prices 
are at the peak? All the advertiser gains 
are a few commissions and many dis- 
gruntled clients who go about exploiting 
their grievances and knocking Wall Street 
and its methods. 

I said something like this to a broker 
last week. “Oh, let them knock,” he 
answered, “they can’t get along without 
us. Don’t they realize that the railroads 
and the great manufacturing plants exist 
only because we have given their securities 
a ready market?” 

I told him that while it might be true 
that the country could not prosper without 
the Exchange, or its equivalent, it was true 
beyond the faintest shadow of a doubt 
that the Exchange could not live without 
the good-will of the public, 

It is a law of nature that nothing long 
outlives its usefulness. An individual, an 
ir.stitution can take out of life only what 
he puts in. These are the laws. They 
can not be argued or ignored. 

Only in proportion as the New York 
Stock Exchange serves the public and the 
common-weal, only as it gives the people 
the benefit of its financial wisdom, only 
so will it gather strength and power unto 
itself. 

The people have plenty of wealth to 
finance all the legitimate needs of our 
economic life. This wealth» should be 
kept flowing in the proper channels, No 
institution is under greater obligations to 
the public to see that this is done than the 
New York Stock Exchange. 
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Praying for Hocus-Pocus 


A Suggestion for a Daily Prayer 
By the Business Manager 


And the preacher said last Sunday that 
we should be more careful in our prayers 
to ask only for those blessings which we 
are sure are the true desires of our hearts. 

Were we to follow this advice most of 
us would take the bread out of the Lord’s 
prayer and make it read, “Give us this day 
our daily hocus-pocus.” For surely we all 
de love to be hocused. 

Several weeks ago a Philadelphian 
asked what I thought of National Tin Cor- 
poration as an investment. I refused to 
answer fully as I didn’t care to place 
myself in danger of having my mouth 
washed out with soap. But, using as 
strong language as is meet for a former 
deacon to use, I answered. The brother 
in Philadelphia wrote back and called me 
names. He appeared to blame me for try- 
ing to save him from being—well, to put 
it mildly—disappointed. 

He craved his daily hocus-pocus. He is 
just one of that innumerable caravan that 
moves, just an average American. If he 


or uses of a sinking gund, and applauds a 
Market Commissioner when he bolts from 
the witness stand unable or unwilling to 
answer charges of bribery. 

Fifteen thousand Saps pay much money 
to sit out in the hot sun in Jersey City 
and watch a dub flounder around the ring 
after a mutt in pursuit of the “middle- 
weight title.” Neither of them could put 
up as good a fight as most of the married 
men present could have enjoyed right in 
their own homes. 

And down here in Wall 
why talk of it? 

Some people rail at the promoters who 
sell mist-’o-the-morn stocks, but the dear 
people would miss them were they all to 
get religion and cease their hocus-pocusing. 
Who would furnish us with that thrill 
which comes when that beautiful certifi- 
cate for one thousand shares arrives in the 
registered mail? 

Small boys love to gather round a hor- 
nets’ nest, and the party is always a fail- 
ure if someone doesn’t get stung. 

Oh, well, there’s always a compensa- 
tion. When we get stung hard enough it 
seems to take our minds away from our 
trivial troubles. 


Street—but 
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Local News 


Personal and Impertinent 
By the Advertising Manager 


Lee Looney is president of “The Mc- 
Adoo for President Club” out in Sedalia. 

1 know who is Looney; but who is this 
here McAdoo? Can it be—oh yes, I re- 
member now. 

When General Pershing returned from 
the war which we thought’ we won, and 
was being escorted up Broadway by our 
Mayor’s committee, I stood in front of 
Forty Two Broadway and cheered with 
the thousands as he passed by. 


In an automobile, following the General, 
sat a sharp-featured civilian who ac- 
knowledged our plaudits and smiled upon 
us as one smiles who accepts in all hu- 
mility the tribute of praise from his grate- 
ful peepul. Certainly, I thought in my 
ignorance, this is some great and mighty 
personage—probably the warrior who led 
the famous charge up Montmartre on 
Armistice Night and captured the Moulin 
Rouge. But, as usual, I was wrong. 
Someone told me that this grateful ac- 
knowledger of Pershing’s welcome was 
Mr. McAdoo, our President’s son-in-law. 

He doubtless took all the cheering to _ 
be the acclaim of the owners of railway 
securities, whom he had done so good. 

Modest, humble and unassuming Wil- 
liam. 

* * * 


On a recent trip through the northern 
part of the State I noticed that the finan- 
cial advertisements in the local papers 
were almost entirely those of Consoli- 
dated Exchange houses. Evidently the 
members of the Consolidated haven't 
heard that it doesn’t pay to advertise during 
the Summer months, that things on the 
Street are so dull it doesn’t pay to ad- 
vertise, that the public won't buy at this 
time, so it doesn’t pay to advertise. Or 
they may have heard, and are too thick- 
headed and stubborn to believe all they 
hear. There may be no connection; the 
following may non sequitur, but it is in- 
teresting to note the late fluctuations in the 
prices of the memberships on the two 
Exchanges. Several months ago when 
seats on the big board were selling at 
close to $115,000 each, a membership of the 
Consolidated could be purchased for about 
$2,500. At the present time the former 
can be had in the neighborhood of $80,000 
and the latter has risen to about $7,000. 

Sometimes 1 almost wonder if the big 





doesn’t get. stung 
regular and often he 
fears that all is not 
well with the world. 

A bunch of crooked 
ball players, self- 
confessed moral- 
bankrupts of the 
cheapest variety, are 
acquitted on a techni- 
cality and a Chicago 
audience enthusiasti- 
cally expresses its 
approval. 

A New York assem- 
blage cheers a Mayor 
because he knows 
not the meaning 


Dear Harve: 





Washington, D.Ci, 


Mir. Harvey Harding Hardy, 
Editor, The Weakly (Margin) Call. 


Unless you can resuscitate Pegleg with a Worthington 


Pump full of Industrial Aloohol, let the Wake go on. 


ze 4 


Charles E. Approves of Our Wake 


boys are not over- 
timid, and if this 
timidity doesn’t cost 
them many dollars 
and much prestige. 
Yes, at times, my 
faith in the infalli- 
bility of their business 
judgment burns but 
dimly and flickers like 
a firefly on a frosty 
night. » » »* 
Our “Bishop” has 
been missing from 
his pulpit at Broad 
and. Wall Streets for 
several days. 
(Continued on page 721) 
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INVESTMENTS? 


By means of our valuable 
German Bond Register, you 
can keep a complete and con- 
venient record of profits and 
income from your ,German 
securities. 

Our Foreign Department will 
gladly send you a copy of 
this Register upon request, 
together with an up-to-date 
report on any foreign secur- 
ity in which you may be in- 
terested—entirely without 
obligation. 


Please mention M.W. 21 


Robert C. Mayer & Co. 


investment Bankers 
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OUT-OF-TOWN 
INVESTMENT 
SERVICE 


A special department keeps 
our out-of-town customers, 
banks, corporations and in- 
dividuals, constantly in 
touch with changing market 
conditions without obliga- 
tion on their part. 


We shall be glad to do the 
same for you. 


Our Descriptive Booklet 
“INVESTING BY MAIL” 
furnished on request. 
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ARE CANADA’S INDUSTRIES 
SOUND? 


(Continued from page 677) 











centers of New England, it is recalled that 
between 1872 and 1894, the exports of coal 
fluctuated from 228,132 tons to 13,883 tons. 
Then, from 1894 to 1897, the American 
tariff was reduced to 40c. per ton. In 1897 
it was increased to 67c. Yet, and not- 
withstanding, the exportation of Nova 
Scotia bituminous coal to the New England 
States increased to 968,832 tons in 1903. 
It was this business which attracted Whit- 
ney and his New England associates; so 
in 1903 the Dominion Coal Company was 
organized, controlling 70 square miles— 
and since enlarged to twice that and over. 
Meanwhile the Nova Scotia Steel & Coal 
Company had taken over the mining rights 
of the General Mining Association, opened 
up new mines, erected iron and steel works, 
and built a coke oven plant. With the 
Creation of the Dominion and Nova Scotia 
corporations began that expansion which, 
however precarious betimes, brought the 
coal production of Nova Scotia in 1913 to 
7,263,485 tons. Of that the two corpo- 
rations named accounted for more than 
half. That the output has not continued 
to expand, is not surprising to those fa- 
miliar with war-time labor conditions. 

Taking Canada as a whole, its coal pro- 
duction in 1913 was 13,400,000 tons, and in 
1920 it was 14,500,000 tons. The Maritime 
Provinces in this period retrograded to the 
extent of about 1,600,000 tons, whereas 
British Columbia and Alberta advanced. 
British Columbia is producing approxi- 
mately half as much coal as Nova Scotia 
—and in the face of long hauls to markets, 
Alberta is steadily gaining with its su- 
perior coals. Anyhow, it is obvious there 
is room for more of Canada’s own fuels, 
without disdaining the factors governing 
coal production. It is the hiatus—the ab- 
sence of coal and sufficient iron ore in the 
central territory—that makes Canada 
mindful of its relationship to American 
raw materials. 


Where the Order Is Reversed 


If Ontario Steel Makers and Manufac- 
turers are dependent upon American 
sources in these respects, in greater de- 
gree is it to be maintained that the States 
have to rely upon Canadian timber and 
paper and pulp supplies. In a measure the 
income accruing to Canada from its for- 
ests, counterbalances the outgo for coal 
and iron ore and the products of the same. 
Provinces having timber and pulp wood, 
therefore, will not forego what they re- 
gard as their inalienable right to exact a 
quid pro quo. Incidentally it is Ameri- 
can capital and American management, in 
large part, which uphold the Canadian 
view that appreciation of a virtual mo- 
nopoly in pulp and paper—newsprint—need 
not disrupt the amenities, where interna- 
tional trade is mutually remunerative. No 
doubt, of late, the exploitation of some of 
Canada’s pulp areas has not been alto- 
gether “sane.” Unprecedented prosperity 
among established paper-makers has 
brought more than they bargained for to 
those who ventured into the industry at 
peak costs. What happened in sugar mar- 
kets recurred in the paper markets—and 


depression curtailed consumption. Even 
the more conservative paper companies be. 
came extended and are carrying heavy in- 
ventories. They can work off their pulp 
wood, most of it is written down, but 
trebling and quadrupling of stock issues 
in several instances complicated matters, 
hence a deflation stockmarketwise that has 
impoverished the public. 

Without specifying at whom its remarks 
are aimed, the Royal Bank statement 
forming the text of this review, says “old 
established ‘Canadian companies ‘ almost 
without exception handled the situation of 
the post-War boom in a sane way.” .. , 
“There were exceptions, however. These 
fall roughly into two classes. There are 
the companies which can never pay operat- 
ing expenses under a regime of low prices 
and narrow margins of profit: And there 
are the companies which can make money, 
but whose bonded indebtedness is so large 
that the possibility of their being able to 
meet fixed charges is faint. The former 
will have to cease work, the latter, as at 
present constituted, will have to disappear, 
to be replaced by new organizations rea- 
sonably capitalized. The sooner these re- 
adjustments are made, the better for the 
industries concerned, and in fact, for Cana- 
dian trade in general.” No sympathy is 
conveyed to those who ignored the sani- 
ties. Huge as are Canada’s forest re- 
serves, they are not inexhaustible—nor 
are markets for paper illimitable. Late- 
comers are the victims—the sounder con- 
cerns are evinciig no trepidation. The 
water powers of Quebec, Ontario and 
British Columbia, the terms upon which 
timber and pulp areas have been obtained, 
where there has not been foolhardy finan- 
cing, leaving well-managed paper manu- 
facturers with the assurance that while 
prices are coming down, so are profits, 
taxes, costs of labor and supplies. 


The Mineral Resources 


“Bring me a Bauxite deposit and I will 
make you rich,” said a New York friend. 
Canada has not disclosed anything of the 
sort, as yet. It has special minerals which 
make it supreme to that extent. In As- 
bestos it has quality and variety. One of 
the New Englanders who first recognized 
the great possibilities of the Maritime 
Provinces’ iron and coal, had much to do 
with the exploitation of the unparalleled 
Quebec Asbestos fields. Ambler, Penn- 
sylvania, manufacturers seconded those 
early efforts to diversify the uses of As- 
bestos. A Philadelphia banking firm 
sponsored the financing of Canada’s larg- 
est Asbestos corporation. New York is 
represented in several other producers of 
the fibers. Not all of those promotions 
have been “sane.” Crude—the highest 
quality—at $1,500 and $2,000 a ton, instead 
of $300, the pre-War price, and demand 
for inferior grades, tempted the specula- 
tive exactly as it did in the pulp and 
paper industry, consequently there will be 
a survival of the fittest. Withal, Canadian 
Asbestos is more than ever a world-neces- 
sity. Ten years ago a Montreal Bank 
General Manager rather contemptuously 
inquired of the writer, “what is. Asbes- 
tos, anyway?” At an insane moment a 
combination had been effected and capi- 
talized .at. $25,000,000, without regard to 
competition by less pretentious organiza- 
tions. The density displayed on that oc- 
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casion was no less ludicrous than the 
curt comment of a railway and bank di- 
rector about the same time, that “I would 
not take a Nickel Mine for a gift.” He 
had been a pioneer in the Sudbury Nickel 
fields, and knew in a vague way how long 
it took Schwab, Monell, Bostwick, Con- 
verse, ‘Thompson and their contemporaries 
to make profitable the speculative invest- 
ment in Nickel country. Obhioans; subse- 
quently members of Carnegie’s staff, were 
as badly off as the Children of Israel in 
the Wilderness, until nickel-steel alloys 
demonstrated their superiority. 

Two of the three nickel-copper produc- 
ers are in a state of suspended animation. 
Knee-haltered by prevalent conditions— 
ready with a retinery that cost about $6,- 
000,000—reinforced by a water storage sys- 
tem that is proof against shortage—having 
enlarged and thoroughly modernized smel- 
ter facilities—and being without fixed 
charges while it has a large working capi- 
tal—the International Nickel Company 
ceased firing, as it were. It was deemed 
futile to combat unliquidated supplies of the 
metal and excessive costs, notwithstanding 
the paramount partner in the Nickel Indus- 
try has ore reserves of a grade that will 
make competition by others hazardous, 
should the necessity arise. 

Prior to the closing down of the Inter- 
national plants, a semi-official nickel com- 
pany in which the British Government had 
taken an interest when it was speciously 
urged that Great Britain ought to have an 
exclusively British source, suspended oper- 
ations. This was a “war baby” which its 
parents would not object to disowning—if 
they could reimburse themselves. As the 
Mond company alone is producing, al- 
though the International Nickel Company 
is primed to perfection, the special metal 
which revolutionized naval warfare and 
was elaborated into the useful and orna- 
mental arts, is outside the pale. The “sane 
exploitation” espoused by the Royal Bank 
hardly will reach for Nickel areas, espe- 
cially while copper in association with the 
nickel is not even a slow asset. When 
there is a forward movement, existing com- 
panies will not be out of step. Pending, 
that a penitential period is scheduled for 
the unwary if not unwise. 

For that matter, all of Canada’s metal 
producers are no worse off than their 
over-the-border contemporaries. Tariff 
changes have an influence that may preci- 
pitate something or other as yet too inde- 
finable. This was brought forward by 
President Warren of the Canadian Con- 
solidated Mining & Smelting Company— 
controlled by the Canadian Pacific Railway 
Company—in his remarks to the Ottawa 
Tariff Commission. Formerly a great deal 
of Canadian Copper went to the States to 
be refined. Canada now has its own re- 
fineries. The Trail plant of the Consoli- 
dated company is capable of supplying mar- 
kets in general with zinc and lead, the Sul- 
livan Mine being one of the greatest of 
its kind. If anything, the Sullivan Mine 
is too great to suit other metal market 
masters, and therein may lie an clement of 
conflict when there are active metal mar- 
kets. British Columbia has diversified ores 
which Trail cannot treat if the Sullivan 
and other precious and base metal mines 
owned by the Consolidated company are 
to be served by the Trail Metallurgical 
works, Railway freights being as they are, 
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STATE OF 


SAO PAULO, 
BRAZIL 


5% Sterling Loan of 1907-57 


Interest payable January and July Ist 
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Redeemable each January and July Ist by 
drawings at par, final maturity 1957. 


Principal and interest payable at option of 
holder in Pounds Sterling or French Francs. 


Direct obligation of the State of Sao Paulo, 
Brazil. 


Free from all Brazilian taxes. 


Price to net 754% to 974% per year income 
with possible profits in principal of from 
42% to 92%. 
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on the Detroit Stock Exchange and represent the 
companies in the automotive industry today 
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Subject to prior sale or change in 
price 


Central Pacific Railway . 


Ist Refunding 4s 
Due Aug. 1, 1949 


Yielding about 5.75% 
Cleve., Cinc., Chic. & St. 


Louis Ry. 


18-Year Ref. & Imp. 6s 
Due July 1, 1929 


Yielding about 7.10% 


Standard Oil Co. of N. Y. 


12-Year 4s 
Due May 1, 1933 


Yielding about 6.00% 


Union Pacific Railroad 


Convertible 4s 
Due July 1, 1927 


Yielding about 6.50% 
Govt. of F ench Republic 


25-Year Sinking Fund &s 
Due Sept. 15, 1945 


Yielding about 785% 


Portland Ry. Lt. & Pr. Co. 


Ist Lien & Ref. 7s Series A 
Pue May 1, 1946 


Yielding about 7.75% 


So. Indiana Gas & Elec. Co. 


Ist Lien & Ref. 74s 
Due April 1, 1941 


Yielding about 8.10% 
Jersey City, N. J. 


Slos 
Due Sept. 1, 1924-40 


Yielding about 5.50%-5.35% 
City and County of 


San Francisco, Calif. 


Coupon 4%s 
Due July 1, 1946-62 


Yielding about 5.40% 
Prov. of Saskatchewan 


Coupon és 
Due Aug. 1, 1927 
Yielding about 7.50% 


U. S. GOVERNMENT 


All Issues at Market Prices 


These are but a few of the issues from 
our Current List. Complete list or 
detailed description of any particular 
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Complete information regarding 
these issues will be sent on re- 
quest for M-326 
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should Washington and Ottawa erect tariff 
barriers, Canadian producers of copper, 
zinc and lead will have to look for export 
low profit business. British Columbia 
alone is providing zinc and lead in quantity 
at the moment. In fact there is but one 
other producer, at Galetta, Ontario. Within 
a year, however, the Federal Zinc and 
Lead Company have opened up a new 
zinc and lead field in the Gaspe Peninsula 
of Quebec, which promises to be a factor 
that cannot be lightly regarded. This 
Gaspe development has been sanely ex- 
ploited. Being adjacent to the eastern sea- 
board compensates to some extent for the 
handicap involved in having the mines 
fifty miles from transportation. 


Precious Metals to the Fore 


The conviction is growing that Canada 
is going to develop into a Gold Country. 
This is contrary to precedent. Silver, of 
itself, made famous the mines of Cobalt. 
Elsewhere, silver is affiliated with some of 
the other metals—copper, or lead. There 
is more or less silver in the gold ores of 
Ontario—ores of which the mining world 
is beginning to have a more exalted opin- 
ion. During the war, gold mining was 
harassed at every turn. Denied a free 
market, impounded as it were; subjected 
to surtaxes and overburdened by costs, 
gold production languished in those coun- 
tries where production was possible. Final- 
ly, with an open market, the premium upon 
gold counterbalanced costs plus, and now 
it is realized that disparities in international 
exchange cannot be rectified instanter; 
consequently the one real standard of value 
is coming into its own. 

Labor and the cost of chemicals and sup- 
plies are on the descending scale while the 
purchasing power of gold is ascending. So 
Canada, from Western Quebec; Kirkland 
Lake and Porcupine in Ontario; the Pas 
in Manitoba; the Portland Canal section 
of British Columbia—and north to the 
Mayo district in Alaska, is witnessing a 
constructive endeavor to increase gold 
production. In this movement Americans 
are among the foremost, as they were at 
Cobalt, where Col. W. B. Thompson, Col. 
R. M. Thompson, Ellis P. Earle, the 
Levisohns, Steindlers, Capt. de Lamar, the 
Sibleys, and others, added to their mil- 
lions. 

The Porcupine Gold Fields were re- 
jected by most experienced mining men. 
New York mining financiers were advised 
that Porcupine would not stand the acid 
test -of development, notwithstanding the 
late Ambrose Monell and Capt. de Lamar 
took over the Dome Mines. At one time, 
New York might have had the Hollinger 
Consolidated Mines for the price of their 
current quarterly output. This year the 
Hollinger Company will produce gold to 
the value of about $10,000,000, bringing the 
grand aggregate of the company’s produc- 
tion to more than $50,000,000, and leaving 
ore reserves which might be estimated at 
another $50,000,000, if the management 
cared to give their figures the gas. Other 
mines of Porcupine and Kirkland Lake are 
of proved worth. Altogether the Ontario 
gold production will exceed $15,000,000, 
this year, nearly as much as Canada ac- 
counted for in 1920. 

No state in the American Union will do 
as well. No other section, anywhere, will 
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Earning 9%? 


A yield of 9.40% over 
a long period may be 
had through the pur- 
chase at this time of 


CITIES SERVICE CO. 
7% GOLD DEBENTURES 


Series D 
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installment arrangement in 
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fect such expansion. The knowledge of 
his, the great extent of the gold-bearing 
reas of Ontario, provide more than I care 
»convey im this survey. “Sane exploita- 
jon,” if permitted by prospectors or orig- 
nal owners without adequate working 
pital, will ensue. Money is forthcoming 
here vendors are not too importunate. 
he cost of capital is still too high—and it 
vas that fact as well as the attractiveness 
of producing mines, which deterred New 
fork capitalists from going ahead with 
he Fiin Flon, near the Manitoba-Saskat- 
hewan boundary—100 miles from rail. 
More recently the Guggenheims have en- 
tered che Portland Canal district in North- 
British Columbia—and also the Mayo 
istrict of Alaska, There the Guggenheims 
have what is called the Premier Mine, be- 
ing associated with United Fruit personal- 
ities, and the Untermeyers. How earnest 
they are is indicated by their construction 
of an aerial tramway across country to the 
the completion of a mill, and the 


coast 
acquisition of more ground. This same 
ground was discredited ten years ago. 


Likewise about everything there was in 
that vicinity. Projected railways were 
abandoned. Sober second thoughts and 
thorough explorations have confounded the 
false prophets—Portland Canal is due for 
“sane exploitation.” It may or may not 
have a series of Premier mines. Cecil 
Rhodes once told us “Rhodesia is miner- 
alized from end to end.” But Hollinger 
Mines this year will almost equal the total 
of Rhodesia’s annual gold output; yet an 
Engineer representing influential New York 
‘iers prophecied that the Hollinger 
coul! not redeem its probable capital com- 
mitments—which he put at $750,000! 

The “sane exploitation” of Canada evi- 
dently is a good speculative investment. 
Iron, coal and oil, along with precious and 
sseful metals, exist in quantities to make 
Canada a profitable playground for capital, 
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WEAKLY MARGIN CALL 
(Continued from page 715) 








r twenty years the Reverend William 
Wilkinson has been holding midday serv- 
ices opposite the offices of J. P. Morgan 
& Co. One day last week he fell and 
strained his back, but the doctor says it is 
nothing serious and we may expect our 
back in a few days. 

I don’t suppose the Reverend ever trades, 
but. if he does, I'll bet he’s all the time a 
bull. He’s so optimistic. One day last 
Winter I heard him take for his text, “I 
have been young, and now am old; yet 
have I not seen the righteous forsaken, 
nor his seed begging bread.” And all 
through the noon-hour our “Bishop” set 
forth in logical phrase how the righteous 
prosper, and the wicked always fail. 


_ 1) was an able sermon. I liked it. But 
it puzzled me. I may be a poor judge 
of who is righteous.and who is wicked, but 
I have seen some mighty good men get 
some nasty cracks, and go under; and I 
have seen too often men with all the in- 
stincts of a skunk go’ folling out to their 
estates in their Rolls-Royces. 
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STERLING BONDS 


Foreign Government bonds of such countries as 
Argentina, Brazil, Uruguay, China, Denmark and 
Norway are being purchased by investors in this coun- 
try who appreciate the many attractions these bonds 


They are well-seasoned investments issued by coun- 
tries with high credit standing. 


They are external bonds, thus in effect enjoying 
prior claims on the income of the countries issuing 


Their income basis compares favorably with foreign 
dollar loans issued in this country, and their yield 
basis is generally higher. 

They are often payable in more than one currency, 


thus adding to their attractiveness and offering oppor- 
tunities for profit not usually attainable in such high- 


We shall be pleased to furnish complete informa- 
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Call, telephone or write. 
Ask for booklet MX-23. 





q 
q 


q 
We H. Moline, & Co. 


A remarkable booklet explaining 

in a simple and interesting way 

the many varied phases of for- 
eign exchange. 

Much information will be 
eaned from this pocket size 
ooklet which will be of aid to 

present holders of foreign se- 

curities as well as prospective 
purchasers. 

The fourth (revised) edition is 

now ready and a limited number 

_= Se om gratis to those in- 
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Bond Dealers’ Shelves Bare 


New Offerings Conspicuous by Their Absence 
By H. I. PERRINE 


ORPORATE financing continues in 
small volume, still being influenced 
by the unsatisfactory industrial situ- 

ation. Many corporations have abandoned 
contemplated expansion programs and 
consequently are out of the market for the 
time being. Others are deferring the sale 
of securities until a later date, hoping that 
in the meantime money rates will ease so 
that their requirements can be taken care 
of on a much more satisfactory basis. 
These two factors have played an impor- 
tant part in reducing the supply of new 
securities, particularly in the railroad, in- 
dustrial and public utility field. 

Dealers, oa the other hand, report -an 
excellent demand from investors for high 
grade securities, and have been complain- 
ing of the lack of new offerings. Their 
shelves are now said to be practically 
bare of suitable issues and they are 
eagerly awaiting the announcement of 
new issues so that they may meet their 
curtomers’ requirements. This lull in 
new financing has served as an excel- 
lent tonic for the bond market generally 
and has placed it in a position where it 
may be expected to respond readily to 
favorable developments. 

New municipal financing is still in ‘fair 
sized volume, and numerous states and 
cities have taken advantage of the demand 
for this type of security. The states of 
Michigan and Oregon placed large issues 
of bonds, the yield basis on the longer 
maturities being around 5.15%. The city 
of Milwaukee also sold an issue of $3,- 
600,000 on a basis to yield from 5.75% to 
5.15%. The United States of Brazil issue 
was the only large government flotation. 

As an indication of the effect of the 
industrial depression on the new financ- 
ing market it is interesting to observe 
that corporate financing during the first 
six months of this year showed a fall- 
ing off of approximately 25% as com- 
pared with the similar period of 1920. 
This in spite of the fact that the 1921 
total includes the huge Burlington issue, 
which .makes up about 15% of the 
financing for the six months period. 
The accompanying chart showing the 
approximate totals for each of the six 
months concerned and the totals bring 
this comparison out in detail. 

Brief description of some of the recent 
new issues follows: 


United States of Brazil 8s, due 1941 

These bonds are the remaining offering 
of a total of $50,000,000, of which $25,000,- 
000 were sold in this country last May. 
The rapidity with which the bonds were 
taken by investors on both occasions is an 
excellent indication of their high invest- 
ment rating. The subscription books in 
each case were open only a short ‘time, and 
the demand for the issue was so great 
that allotments could not be apportioned in 
full. “An attractive feature of the issue is 
that the bonds are not callable in whole or 
in part. This feature appeals to those 
who desire to have their funds placed over 
a reasonable period of years. 


722 


The bonds are a direct obligation of the 
United States of Brazil and are specifically 
secured by a first charge on the Con- 
sumption Tax and Stamp Tax, which 
yielded approximately $59,000,000 last 
year, and according to estimates will yield 
$60,000,000 in 1921. They are also a sec- 
ond charge on the government’s receipts 
from custom’s duties, The total receipts 
from all the above taxes in 1920 were ap- 
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proximately $127,000,000, on part of which 
there was a prior charge amounting to $,- 
035,000. Receipts from the above taxes are 
pledged by the government to secure the 
total $50,000,000 of this issue. As a sink- 
ing fund, the Brazilian Government agrees 
to provide a sum sufficient to buy $625,000 
principal amount of the bonds semi- 
annually. Principal and interest on the 
bonds are payable in New York City in 
United States gold coin and the bonds are 
exempt from all Brazilian taxes present 
or future. 

These are the only bonds of the Bra- 
zilian Government issued in the United 
States, previous Brazilian external loans 
having been issued in London and Paris. 
On their offering basis of 8.15%, they yield 
a very satisfactory return and should rank 


high among other foreign government is- 
sues listed on the exchange. 


State of Michigan 514s, due 1941 


This is a $3,000,000 issue of Highway 
Improvement twenty-year bonds. They 
constitute a direct and general obligation 
of the State and embrace the usual fea- 
tures of high grade municipal issues in 
that they are exempt from all federal in- 
come taxes, tax-exempt in the State of 
Michigan, eligible to secure Postal Say- 
ings Deposits and are a legal investment 
for Savings Banks and Trust Funds in 
numerous states. The assessed valuation 
of the State of Michigan is $5,700,000,000, 
while the total debt including this issue 
is less than $40,000,000. The debt of the 
State is thus less than 4% of the assessed 
valuation, 

The bonds were offered to the public 
at 104.30 to yield over 5.15%. They are 
a strong municipal obligation. 


Havana Electric Railway Light & 
Power 7s 


This is a $1,500,000 issue of notes se- 
cured by deposit with the trustee of $3,- 
000,000 of the company’s general mortgage 
sinking fund 5% bonds due in 1954. The 
general mortgage securing these latter 
bonds covers all the property of the com- 
pany now owned or hereafter acquired 
in the Island of Cuba, subject to about 
$12,600,000 underlying bonds. The Havana 
Electric Railway Light & Power Co. 
furnishes the entire electric light, power, 
gas and street railway service in Havana 
and serves an estimated total population 
at present of 400,000. Proceeds of this 
issue will be used to reimburse the com- 
pany for expenditures made in this coun- 
try in purchasing material for extension 
work and for other corporate purposes. 

Earnings of the company in recent 
years have been very satisfactory. For 
the past eight years interest charges have 
been earned on the average 3.53 times, 
while for the six months ended June 30, 
last, they were earned 5.22 times. The 
bonds are convertible at the holder’s op- 
tion into the general mortgage 5% bonds 
of the company at 82%. This privilege 
should eventually prove to be of consid- 
erable value. The bonds are followed 
by a total of $35,000,000 in common and 
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GOVERNMENT, STATE, MUNICIPAL. 
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preferred stock, the market value of 
which at present gives an equity of abont 
$30,000,000. 

They consfitute a very attractive secur- 
ity for those who desire an investment of 
five years’ standing. 


Pathé Exchange, Inc. 8s, due 1931 


These bonds are the obligation of an 
established motion picture concern which 
has built up an enviable earning power. 
The business is conducted on a conserva- 
tive basis and the company enjoys a rapid 
turn-over of its capital which assures a 
liquid condition. The company’s financial 
statement as of February 28, last, after 
giving effects to this financing, showed 
net current assets of close to $3,500,000 
or 2.33% of the amount of this issue. 
For the five years ended February 28, 
1921, net profits averaged about $750,000 
annually, or over six times the annual 
interest requirements on this issue. 

The bonds carry detachable warrants 
entitling the holder to purchase on or be- 
fore September 1, 1931, common stock 
(class “A”)) of the company on the basis 
of forty shares at $25 per share for each 
$1,000 par value of bonds. These warrants 
should later be of considerable value to 
the holders. The bonds have an attractive 
sinking fund attached to them and will all 
be paid off at 110 and interest either before 
or at maturity, Should they be called in 
1922, the yield to the investor based on 
the offering price of 9714 would be 20.40%, 
while should they be redeemed at maturity 
the yield would be a trifle more than 9%. 





Ocean Tonnage 


Prior to the European War, the largest 
amount of shipping launched in any year 
was 3,332,882 gross tons, in 1913. Ship 
construction decreased during the earlier 
phase of the war, falling to 1,201,630 tons 
in 1915. In the following years, however, 
urgent demand for. tonnage stimulated 
construction but it was not until 1918 
that total launchings exceeded those of 
1913. In that year, thanks very largely 
to the construction of more than 3,000,- 
000 fons in the United States, the world’s 
shipyards launched 5,447,444 tons, while 
in 1919 the total was 7,144,549, of which 
more than 4,000,000 were the product of 
American yards. In 1920 shipbuilding 
activity was reduced somewhat but 
launchings were still in excess of any 
previous year except 1919. 

In spite of the destruction by enemy 
action of over 13,000,000 gross tons of 
seagoing merchant vessels between 
August 1, 1914, and November 11, 1918, 
and the loss through marine hazards 
of an additional 2,390,000 tons during 
the same period, the world’s mercantile 
tonnage afloat is today greater than it 
would be had the average rate of in- 
crease for the ten years prior to 1914 
continued in the years since that date. 
Estimates of tonnage now afloat indi- 
cate a total in excess of 60,000,000 gross 
tons, approximately 11,000,000 gross tons 
above the figure for June 30, 1914— 
From “Commerce Monthly,” published 
by the National Bank of Commerce in 
New York. 
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Inadequate Margin on 
Customers Accounts 


Many failures among Stock Brokerage organiza- 
tions are directly traceable to the risk assumed 
in carrying inadequately margined customers’ ac- 
counts. The assumption of this risk in most 
cases is due to a dishonest or inefficient margin 
clerk. 


A periodical audit by Certified Public Accountants 
who are specialists in financial investigations, 
eliminates this risk. 


WALDMAN & SCHOOLMAN 


Certified Public Accountants 
511 Fifth Ave. New York City 


Phone Vanderbilt 6656 





CONVERTIBLE BONDS 


Investors wishing to combine 
an element of speculation with 
their investments will be inter- 
ested in our list of active Con- 
vertible Bonds. 


Ask for Circular T-56. 


HORNBLOWER & WEEKS 


42 Broadway, New York City 
Boston Chicago Detroit 
Providence Portland 
(Established 1888) 








For the greater protection 


of you and your depositors 








‘WHAT ALARMISTS HAVE NOT 
SAID ABOUT UNEMPLOYMENT 
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indicate. Others have turned from har- 
vesting to road construction work, 


Condition of Industry 


The prominence given to the alleged fact 
that nearly 6,000,000 persons were unem- 
ployed has created the impression that in- 
dustry is now in its most trying period. 
Confronted by these appalling figures, 
popular psychology immediately assumes 
that conditions are unprecedentedly bad 
and steadily growing worse. But is this 
so? As a specialist on employment con- 
ditions Dr. Flynn believes that, making 
all allowance for present depressed condi- 
tions, we have already passed through our 
most difficult stage. 

“The transformation from war to 
peace conditions,” he said, “was a gen- 
uine industrial marvel. Our industries 
were keyed up to their highest tension. 
We thought that when, after the armis- 
tice, sudden relaxation came, there 
would be a great upsetting and turmoil 
during the transition period. But to 
our surprise the process of translating 
war to peace workers went on peace- 
fully and with admirable system. Not 
until the great slump in the automobile 
industry did trouble come.” 

Curious it was that during the very time 
when millions of workers became unem- 
ployed, there was no keen public agitation 
whatever about it. In the automobile and 
its accessories industry the number of em- 
ployes fell from January, 1920, to the same 
month in 1921, from 780,340 to 240,813. 
In the same period building trades em- 
ployment was reduced from 1,067,572 to 
508,322. There was a big reduction in 
employment in the metal products, machin- 
ery, electrical goods and foundry products 
industries—from 2,870,956 to 1,997,862. In 
the textile, clothing and like industries 
employment declined from 1,819,596 to 1,- 
175,086. The leather, boot and shoe in- 
dustry was next hardest hit, the number 
of its employes falling from 417,209 to 
271,931. The lumber, furniture and box 
industries came next with a reduction in 
employes from 793,424 to 538,766. The 
least affected of the industrial groups were 
those making clay, glass cement and stone 
products and the packing and fruit in- 
dustries. 

This year has seen changes, not great, 
it is true, but some of a distinctly favor- 
able nature. Until recently certain indus- 
tries such as the iron and steel, chemical 
and others continued depleting their forces, 
but in August came a turn for the better. 
According to the announcement of the 
Director-General of the United States 
Employment Service early in September, 
there have been indications of increases of 
employment in the iron and steel, metal 
and metal products, leather, stone, clay 
and glass products and tobacco industries. 
There has marked re-employment in 

i the textile indus- 

shown 


ve improvement. 
The automobile industry, which was com- 


paratively better this’ year, has within the 


last month shown a moderate recession. 
There has been a general increase in build- 
ing operations. Of 62 cities reporting, 





These 
Companies 


Use 
Hundreds 
of | 


“SATELLITE” 


TYPEWRITER STANDS 


Larkin Co., Pennsylvania Railroad Co., 
Standard Oil Co., Dayton Engineering Lab- 
oratories Co, White Motor Co. J. P. 
Morgan & Co., Lukens Iron & Steel Co. 
Illinois Steel Co., General Electric Co., 
Remington Typewriter’ Co, Underwood 
Typewriter Co., Woodstock Typewriter Co., 
L. C. Smith & Bros. Typewriter Co., Victor 
Typewriter Co., Hammond Typewriter Co., 
Royal Typewriter Co., and thousands of 


others. WHY? 


Because the “Satellite” is the most 
adjustable and portable, time-saving, 
labor-saving and space-saving of all 
typewriter stands. Sent on approval 
Write Dept. D. 


ADJUSTABLE TABLE Co. 


GRAND RAPIDS, MICH. 








Vou Shuald Save 
These Books 


They contain accurate informa- 
tion on almost every subject con- 
nected with investments. Used 


everywhere as erence works. 
Subjects are alphabetically ar- 
ranged in each volume. 
Money and Investments 
A clear explanation of all financial terms 
and subjects. 
Price $3 


Stocks and Their Market Places 
Explains classes and types of stocks and 
their relations to one another. 

Price $1.25 


Municipal and Corporation Bonds 
Gives an understanding of various types 
of bonds and their merits. 


Can Be Bought Separately or Together 
Write Today for Cotttonce w 


Financial Publishi Co. 
“Service Books ihing inance” 
Controlling the 
Montgomery Rollins 


17 Joy Street, Beston, Mass. 
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202 So. State St., Chicago 1123 Broadway, N. Y. 
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38, including New York, have attained in- 
creases in employment. 

One noteworthy feature of the gen- 
eral industrial condition which is not 
disclosed anywhere in official reports 
but which nevertheless is a fact, is the 
strong, efficient organization that in- 
dustrial concerns are building up. Dur- 
ing the pressing exigencies of war times 
they often had to accept any kind of 
labor. When slack times came their 
very first act was to get rid of unsatis- 
factory workers. They have continued 
the process, taking care to retain only 
the most productive labor, thus build- 
ing up a highly efficient organization 
for the return of normal conditions. 

Will these come soon? Reports from 
manufacturers reaching Dr, Flynn indi- 
cate that they expect a buying period be- 
fore long, but that so far buyers seem to 
be holding off for further recessions ‘in 
prices, Dr. Flynn thinks that should busi- 
ness noticeably revive, the unemployment 
question would speedily become trans- 
formed into an actual shortage of labor. 

“There is not a surplus of labor in this 
country for normal business,” he declared. 
“Immigration, which has hitherto been de- 
pended upon for fresh supplies of labor to 
take care of industrial needs, has been ef- 
fectively shut off. Should industry pick 
up and become normal we would have a 
shortage of labor. If business got boom- 
ing we should have an enormous shortage 
of labor in practically all industries. In 
case of a great upturn of business we will 
be as hard put for labor as ever we were.” 


“Public Works” as a Remedy 


Meanwhile, however, the urgent question 
is what practical measures can be taken 
for the relief of those actually unemployed. 
Will the planning and carrying out of 
public improvements be of vital assistance? 
Dr. Flynn does not think so. 

“The difficulty about projecting public 
works,” he said, “is that the preliminary 
designing and engineering takes from 
three to six months, and is of no benefit 
to skilled and unskilled labor during that 
preparatory period. Work of that kind 
planned now cannot be begun before next 
spring. As a remedy for unemployment 
public improvements are only a make- 
shift. The greatest difficulty in the way 
of relieving the unemployment situation is 
the decision of the railroads to defer 
carrying out any considerable con- 
struction and maintenance work. Railroad 
work provides the greatest field for the 
absorption of unskilled labor. 

“An active housing building campaign 
would provide a large field for labor: of 
all kinds. Most people think lower wages 
area solution of the present difficulty. 
But they are not, A 15% wage reduction 
lowers the total cost of building only from 
5 to 7%4%, because labor cost ranges 
from 40 to 50%, according to the type of 
construction. To provide a real substan- 
tial lowering cost, there must be a lower 
cost of building supplies. Recent quota- 
tions of cement do not disclose any ten- 
dency to lower building costs much, and 
cement is one of the greatest items in 
building.” 

Dr. Flynn is not the first authority to 
express the conviction that various hastily- 
adopted expedients are no adequate relief 
for unemployment. In 1916 Mayor John 
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The ADAX CORD 
With New Features 
ULFILLS the prediction so often made by car 


owners, that the ultimate first choice cord tire 
would bear the Ajax name. 


AJAX RUBBER COMPANY, Inc. 
ew York City 


















THE NEWEST HOTEL 
AT THE WORLD'S MOST FAMOUS RESORT 


RITZ-CARLTON 


ATLANTIC CITY, N. J. 
ALBERT KELLER GUSTAVE TOTT 
Managng Director Resdern Manager 
MANY Ritz innovations; Open-air Res- 

taurant overlooking Boardwalk; Un- 
surpassed Cuisine, Trellis Room and 
Unique Ritz Grill for Dancing. Service on 
each floor. Bathing privilege with special 
elevator to beach. Amazing color treat- 
ment throughout. 


SINGLE ROOMS - $5.00 up | All rooms with private 
DOUBLE ROOMS - $8.00 up bath and full ocean view 
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How to Grade 
Investments 


A BOOKLET that tells 
how to grade and classify 
investments in regard to 
their safety— 


A booklet that explains 
the first principle ; of in- 
vesting money in plain 
and simple language— 


Such is our booklet, 
“Common Sense in In- 
vesting Money.” It will 
be valuable to you. Write 
for it today, and specify 


BOOKLET D-704 
.W. STRAUS & CO, 


INCORPORATED + ESTABLISHED 1882 


Straus Building, New York 
Straus Building, Chicago 
Offices in Fifteen Principal Cities 
39 years without loss 
to any investor 


Copyright 1921, by S. W. Straus & Co. 


MORTGAGE 
INVESTMENTS 


The True Story of 
Plain Tom Hodge 


This poor immigrant came to 
America eighteen years ago, 
saved his money, and invested 
it in gilt-edged bonds every 
month, and is today a prosperous 
business man. Liberal interest 
return, compounded regularly, 
has made him wealthy. 

His story will be an inspira- 
tion to you. It demonstrates 
the great power of systematic 
saving and investing, and will 
show you how to get the very 
utmost return with absolute 
safety. 

But “The True Story of Plain 
Tom Hodge” is not only an in- 
spiration to the thrifty mind—it 
is a half hour of as fascinating 
seading as you have ever seen. 

A free copy will be mailed 
promptly if you write today. 


A 


36 years without loss to a customer 


(cor M. Forman 
é Com 


FARM MORTGAGE INVESTMENTS 
Established 1885 


106F West Monroe Bt. Chicago 


Purroy Mitchel of New York City ap- 
pointed a committee on unemployment to 
devise a program for its prevention and 
relief. Of this committee William H. 
Baldwin was chairman. 

In an elaborate report submitted a year 
later this committee laid down certain 
principles. One was that the only ade- 
quate remedy for unemployment was em- 
ployment; that “industrial organization, 
and not the organization of charitable re- 
lief, must be looked to for a permanent 
solution of the evil.” Another of the com- 
mittee’s conclusions was that “the effects 
of trade depressions are accentuated and 
prolonged by the exaggerated conserva- 
tism in spending which is apt to take hold 
of the consuming public during such de- 
pressions.” A third conclusion was that 
“it is impossible, with rare exceptions, to 
devise relief industries which do not, in 
one form or another complete with indus- 
tries employing wage earners under nor- 
mal conditions.” 

Whatever may be the abstract theory 
of the effect of public improvements upon 
unemployment, the fact remains that many 
cities and States have been carrying on 
works of that kind which were planned 
months ago. These have considerably re- 
lieved local unemployment conditions—a 
factor which those who accept statistics 
only are inclined to overlook. 


Some Improvements 


For example, the City of Bridgeport, 
Conn., has been spending $300,000 for im- 
provements, at the rate of $50,000 a month, 
employing shifts of 1,000 needy men, and 
changing them at stated periods, so that 
as many as possible could reap the benefit. 
Waterbury, Conn., has been spending $1,- 
000,000 on public improvements,. thus re- 
lieving the unemployment situation to 
some extent. Holyoke, Mass., decided 
some time ago to spend $600,000 in the 
construction of six new bridges and other 
public works which will greatly relieve 
unemployment before winter. Lowell, 
Mass., voted $3,000,000 for construction 
of municipal buildings. 

The City of Buffalo appropriated $1,- 
500,000 for new schools, and other New 
York State cities have started municipal 
improvements. Philadelphia projects call 
for an expenditure of $5,000,000 on munic- 
ipal improvements ; $3,000,000 for a Phila- 
delphia-Camden bridge, and other expendi- 
tures. In Pittsburgh municipal work has 
been released to relieve unemployment. 
Flint, Mich., expects to begin work soon 
on new school buildings costing $2,500,000. 
In Canton, Ohio, new street and road work 
is expected to supply employment to 1,000 
men. Cincinnati has a number of projects 
under way, and Chicago appropriated $9,- 
000,000 for the erection of fourteen schools, 
work on five of which was to be started 
this month. Winona, Minn., has given re- 
lief to many unemployed by spending 
$400,000 on road construction, and other 
Minnesota cities have been pushing public 
improvements. Lexington, Ky., has voted 
a $1,000,000 bond»issue for various im- 
provements which will absorb unemployed 
there. In Wichita, Leavenworth, and 
other Kansas cities various projects cost- 
ing many millions of dollars are to be 
started this fall. A $5,000,000 lock and 
dam, now under construction on the Coosa_ 


River, near Montgomery, Ala., is giving 
employment to several thousand men. 

These are only a few of a long list of 
public improvements in many cities and 
States either under way or soon to be 
started. In the aggregate they will have a 
pronounced effect in reducing unemploy- 
ment. 


Half of Them Could Find Jobs 


To underestimate the unemployment 
situation which is serious would be blink- 
ing at a fact which has to be recognized. 
On the other hand, to exaggerate its pro- 
portions is spreading alarmism not justi- 
fied by improving conditions. Compe- 
tent authorities who know the labor 
situation and view it impartially esti- 
mate that from fully 25% to a possible 
50% of the total unemployed in the 
United States could get work imme- 
diately or soon if they accepted certain 
wage readjustments and were informed 
by public and private agencies where 
they could get jobs. 

This applies to the railroad laborers, 
coal miners and workers in other indus- 
tries, Often workers in one city know 
nothing of conditions in other cities, and 
one of the most important helps in the 
present crisis is to expand agencies dis- 
tributing this information. With these in 
full operation, accompanied by wage re- 
adjustments, it is believed that much work 
would be resumed before winter. 





WHY COMMODITY PRICES 
FLUCTUATE 
(Continued from page 671) 











responding changes in their gold mone- 
tary units. The changing of the amount 
of gold in the dollar could in no way 
control prices of commodities, equalize 
exchange among nations, and restore 
normal business conditions. Amidst 
the constant rising and falling of prices 
of commodities, the one thing which 
has remained stable and unchangeable 
as a measure of value and medium of 
exchange has been the dollar. 


A Dollar’s Unstabilized Purchasing 


Power 


Economists generally believe that 
there is no other way of measuring the 
value of a dollar than by noting its 
power of purchasing commodities. But 
a dollar differs from every other unit of 
measurement in that it alone measures 
the values or prices of goods and is it- 
self a medium of exchange. Commer- 
cially considered, money is ;the only 
thing that measures prices. 

But when commodities are thus 
measured in terms of dollars or frac- 
tions thereof, that number of dollars 
or fractions must be given up in pay- 
ment for the commodities. Not so with 
pound weights, gallon or bushel meas- 
ures, yardsticks, or other type of stand- 
ardized unit of measurement. A per- 
son who buys a yard of*calico or a 
bushel of potatoes does not receive the 
yard or bushel measure. What he pays 
for are goods measured as to quantity 
and quality by these measures, but he 
pays cash according to a definite stated 
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price. And yet originally the yardstick, 
bushel, pound weight, or other standard 
unit of measurement was itself a com- 
modity and had to be purchased for 
use in factory or store. When once 
removed from the commodity market, 
they are used indefinitely for measuring 
goods of all character and description, 
but money alone measures their prices 
in terms of dollars and cents. 

Since the purchasing power of a dol- 
lar is measured only by the quantity 
and quality of goods for which it will 
exchange at any particular time, its 
purchasing power will be exactly as un- 
stable as are the prices of commodities. 
In other words, if prices are unstable, 
the purchasing power of a dollar will 
be as unstable but in inverse ratio. A 
high price level means a low purchas- 
ing power of the dollar; and, inversely, 
a low level of prices means a high pur- 
chasing power. If potatoes are 25 cents 
a bushel, a dollar will buy four bushels; 
if they are a dollar a bushel, a dollar 
will buy only one bushel. The pur- 
chasing power of the dollar, therefore, 
varies inversely as the price of com- 
modities, so that a changing level of 
prices is a changing purchasing power 
of a dollar. That the unit itself is un- 
changed is shown by the fact that we 
continue to call it.a dollar and use it 
as a measure of value. Since 1873 the 
dollar has been as stable as the Rock of 
Gibraltar, but its purchasing power has 
been as unstable as the prices of com- 
modities. Hence the problem of sta- 
bilizing the purchasing power of the 
dollar is the same problem as stabiliz- 
ing the prices of commodities. 


Price Regulation and Income 


The one way of stabilizing prices is 
to have our legislatures put the busi- 
ness world in a state of paralysis by 
regulating prices. Let the state fix 
prices on all commodities and all serv- 
ices so that they will never change and 
the purchasing power of the dollar will 
likewise never change. If wheat and 
potatoes shall always be one dollar a 
bushel, one dollar will always buy one 
bushel—never more, never less. If a 
physician shall charge only one dollar 
for a visit or for any service rendered 
to a patient, one will always know what 
his physician’s bill will be. But this 
would surely kill all human initiative, in- 
centive to labor, thrift and efficiency 
which have been in the past the causes 
of social progress and civilization. Let 
the state regulate prices and the nation 
will be taking the first steps toward 
communism and anarchy. 

One partial means of meeting un- 
stable prices is to change salary, wages, 
or charges for services according to the 
variation in prices from a recognized 
normal, if that were possible. This has 
been attempted in times of great price 
upheavals like was brought about by 
our Civil War and by the recent Euro- 
pean war. But, as a rule, salaries and 
wages are unable to keep pace with ris- 
ing prices, because they constitute only 
one element in increasing costs of pro- 
duction. Moreover, it takes time to 
bring about a change in rates of com- 
pensation for work and services. The 
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time comes, however, when prices begin 
to fall and then prices and incomes 
sooner or later approach a common 
level. In the fall of prices agriculture 
as a rule suffers the first great decline. 
After the Civil War it took several 
years for prices to decline. Not until 
1871 did commodity prices, as measured 
in terms of the purchasing power of the 
monetary units then in use, start on 
their steady decline. The effects were 
particularly felt in agriculture because 
of the settlement of large areas of land 
devoted to wheat and corn production. 
The same thing has happened recent- 
ly. The rapid drop in farm prices of 
many staple products, however, was due 
to different causes than those prevailing 
after the Civil War. In some instances, 
as with such staple products as wheat, 
cotton, wool and hides, prices have 
fallen below those of 1913. But the 
causes of the recent rapid fall in prices 
of farms products are the decreased pur- 
chasing power of foreign nations be- 
cause of their poverty, extensive unem:- 
ployment in our‘own country, which 
limits domestic markets, and over-pro- 
duction of certain agricultural raw ma- 
terials for which no adequate domestic 
or foreign market exists under present 
depressed business conditions. 
Summing up the entire problem, we 
find that the one dominant factor in 
changing price levels is the labor ele- 
ment. It is true that a few other inci- 
dental elements enter into and affect 
prices in the processes of transporting, 
manufacturing and retailing products, 
but the all-important and general factor 
is the cost of labor. Even what are 
called “profits,” “commissions” and 
other costs for handling raw materials 
or goods in unfinished or finished form 
are the “wages” charged by middlemen 
for services of themselves and their em- 
ployees in the processes of passing such 
products on toward the ultimate pur- 
chaser for use or consumption. The 
mere difference in terms does not alter 
the principle involved, whether the re- 
muneration is called wages, salary, com- 
mission or profits. The main factor in 
the cost of handling goods or modify- 
ing their forms is the labor element, 
and all these different charges are in- 
clided in the final price. Evidently, 
then, the higher the price of labor and 
the more it is utilized iw the processes 
of transforming raw materials into fin- 
ished products, the higher must be the 
cost of goods to ultimate consumers. 
When labor costs are more generally 
stabilized, price levels will also become 
more normal and will serve as the basis 
of sound business prosperity. 
As the cost of labor, then, slowly de- 
clines the business world is bound to 


recover from the conditions of high. 


prices pari passu with the lowering of 
labor costs. So far as certain staple 
farm products are concerned, they can 
hardly fall any lower and leave any in- 
ducement for the farmer to continue at 
his task of providing the raw materials 
of the food, clothing and shoes of man- 
kind. The various labor costs entering 
into high prices will undoubtedly slowly 
fall. Freight rates, commission charges, 
(Continued on page 740) 











WoOoD 
WIRES 


from 
Mexico 


Telegrams received from our 
Mr. H. L. Wood, who is now 
investigating the situation in 
the Mexican oil fields, are of 
immediate and vital import- 


ance to holders of 


ISLAND OIL 
PAN AMERICAN 
ATLANTIC GULF 

MEXICAN PETROLEUM 


To Non-Members of our 
Staff, this information will be 
sent by mail or telegraph, pre- 
paid, on receipt of $100 for the 
Mexican Petroleum _ report, 
and $25 for that covering 
either Island Oil or Atlantic 
Gulf. 


For all practical purposes 
these advices are just as valu- 
able to actual or prospective 
stockholders as if Mr. Wood 
had gone to Mexico for their 
exclusive benefit and at their 
expense, which would run well 


into four figures. 
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—The Rails—— 


Railroad earnings are improving. 
The present time is most oppor- 
tune for the purchase of good 
Railroad stocks. As rail earn- 
ings increase, prices should ad- 
vance. 


Keep posted on this unmistakable 
trend by asking to be placed on 
the mailing list for our 


Monthly Railroad Bulletin 


will aid you to select these rail 
opportunities. Sent free on ap- 
Plicatiea. . 
We shail be pleased to execute 
yeur orders for full lots or odd 
lets of steck either on conserva: 
tive margin er on our 


Partial Payment Plan 
Particulars on request. 


James M. Leopold & Co. 


Members New York Stock Exchange 
7 Wall Street New York 
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TRADE TENDENCIES 


(Continued from page 703) 





this is trifling compared with the enormous 
decline in demand for this product, 

The outlook for the oil industry in gen- 
eral does not appear promising over the 
next few months. Both seasonal and other 
considerations are against much of an im- 
provement. 





MACHINERY 











Dull Outlook 


The machinery situation is not en- 
couraging. There is practically no branch 
of this industry operating at anywhere 
near normal. The, crane makers furnish 
a good instance of this with a ratio of 
operations to capacity of only 3%. A dozen 
«i the leading electric motor manufactur- 
ing plants report operations at only 30% 
capacity. 

The typewriter plants have been par- 
ticularly hit by the conservative attitude 
of officers toward the purchase of new 
equipment. The situation in this depart- 
ment is unpromising and it is likely that 
there will be further curtailment of opera- 
tions, 

The agricultural machinery makers, of 
course, are affected by the lack of demand 
from agricultural districts. Some of the 
leading makers are reported to be loaded 
up with unusually high inventories which 
it will take a considerable period to work 
off. However, this situation does not ap- 
pear to have more than another six months 
to go as the impending improvement in 
the agricultural situation will no doubt in- 
duce greater buying by that time. 

The machine tool trade shows very little 
improvement. Some of the large automo- 
bile makers have bought recently but are 
not likely to continue with the prospective 
slump in their own industry. The rail- 
reads, on the other hand, offer a pretty 
good market for machine tools and should 
be in a position to buy before long. 

The price tendency among the machinery 
lines is still decidedly downward. This 
is not so much due to the downward 
trend in steel prices, as it is to the in- 
ability of consumers of machinery products 
to make purchases. A recovery in the 
machinery-making industry awaits re- 
covery in the lines which use machinery, 
and except for the railroads, possibly, 
there appears to be little likelihood of this 
for another few months at the earliest. 





MOTORS 








Lessened Activity Expected 

While the automobile industry kept 
ahead of most other lines this Summer, 
the probabilities are that there will be a 
reversal at least during the Fall. It is 
now generally expected that activity in the 
automobile industry will show some falling 
off during the next few months. This, 
however, does not apply to the country as 
a whole, as in some sections, such as New 


England, for example, the outlook is for, 
moderately encouraging season. 

Ordinarily, dealers look forward to the 
Autumn and Winter as the biggest seasoy 
for closed cars. The chances are that the 
will not be disappointed as the percentage 
of inquiries for closed cars already coming 
in indicates that the precedent established 
since the days of the sedan and coupe will 
not be broken. On the other hand, even 
the influx of orders for closed cars wil! not 
make up for the falling off in genera! de 
mand, so that it may be expected that th 
volume of sales will decline. 

The price situation is still a disturbing 
factor. Buyers are skeptical of the present 
price basis even in instances where prices 
have already been cut two or three times 
Manufacturers continue to cut prices, al 
though there are a few hold-outs among 
them. Nevertheless, the trend distinctly 
favors lower prices during all of Autum 
and the Winter months. Some talk is 
heard of an advance in price when the 
Spring demand materializes, but this is too 
far off to be worthy of discussion. 

The truck outlook is a little brighter 
For over a year this branch of the busi- 
ness has been nearly at a standstill and 
some of the manufacturers who specialize 
particularly in this end of the business have 
been hard hit. However, there are signs 
that trucks are coming into demand on a 
larger scale than has been true since the 
middle of 1920. With the promised in 
crease in general business activity, un 
doubtedly the truck manufacturers should 
do better business although, of course, it 
is not to be expected that this will be 
up to par. 

There is conflicting testimony as to the 
effects of the used car situation on the 
general automobile situation. Some deal- 
ers report that with the prices of new 
cars coming down fast, there is not as 
large a demand for used cars as might 
be expected under the circumstances. On 
the other hand, it is reported that used car 
buyers are coming back into the market 
in great numbers. Obviously, the used car 
situation still hangs over the market. 
With such a large number of used cars 
for sale as is the case at present, some 
sort of an effect must be exerted on the 
new car demand. Probably it will take 
all the rest of the Autumn and Winter 
to make headway against this obstacle, but 
probably by that time enough cars will 
have been taken out of the market to 
afford greater assurance to dealers in new 
cars and the manufacturers. 





COFFEE 











Market Turns Stronger 


During the past few weeks the coffee 
market has been giving signs of a tendency 
toward higher prices. The actual ad- 
vance has not been much—not over a 
cent or so—but the slow upward creeping 
of the market stiggests fundamental in- 
fluences at work which, while not yet ap- 
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parent, may work out to the result of con- 
siderably higher prices. 

The coffee market has been hovering 
at about these figures for upward of a 
year, This at least means thatthe down- 
ward movement has long since ceased and 
that deflation has been thorough. That, 
ike cotton and some other commodities, 
it should be ready to move upward is not 
surprising under the circumstances. 

The particular motive for the recent 
advance in coffee futures has been the fear 
on the part of the short interest that this 
market might to some degree duplicate 
the performance of cotton. It is pretty 
generally understood that the Brazilian 
Government has been quietly buying up the 
surplus stocks in the primary markets and 
that these are comparatively bare of sup- 
plies. There is no doubt that the Brazilian 
Government has greatly stabilized the sit- 
uation and with further tightening of the 
Brazilian grip on the market, it is possible 
that prices will go considerably higher. 
This las induced a feeling of nervousness 


on the part of the shorts and recently 
there have been signs of outside speculative 
interest. With this for a background plus 


buying by the Brazilian Government, the 
market is gradually working into a strong 
position. 

The trade is commencing to buy in larger 
volume and the market is becoming more 
active on this buying in addition to buy- 
ing of a more speculative order. The 
feeling is growing that coffee is cheap 
at current prices and that it can be safely 
bought in anticipation of higher prices. 
Should this feeling become more general, 
which is likely to be the case, the effect 
should be very beneficial on this market. 





LOOKING OUT FOR NUMBER ONE 
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found in what we lack.” It is the gnaw- 
ing hunger for the fulfillment of some 
long-sought ideal, the acquisition of some- 
thing long visualized but considered almost 
unattainable, that will spur you on to 
do things you have hitherto considered as 
impossible. The Biblical assertion that 
“as ye sow, so shall ye reap,” holds good 
in business and finance as well as in 
theology. “Hitch your wagon to a star” 
by all means—but first be sure of the qual- 
ity of the star; make sure that it is not a 
transient comet, a wandering outlaw of 
the mental skies, careering through space 
without a definite orbit. Such stars make 
a bright streak across the heavens for a 
brief period, but eventually they are dis- 
integrated by their own fierce flame, and 
the particles are swallowed up or attracted 
to, a so-called “stationary” planet. 
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ii]! “No man can always be right. But, if you know, not guess, 

what and when to buy or sell, you'll be right often enough to 
make up for mistakes. Get the advice of experts before you 
make any move. You can’t possibly watch all factors that make 
investing profitable and safe. You haven't the time or skill. 
Neither have I. 
“Be Sure—get the service I'm using myself. The letter I've 
just handed you contains this week's current advices and in- 
formation of this service. You can see by reading it how much 
you're losing by not securing it. My suggestion would be to 
write for information at once." 

The younger man wrote to the Investment and Business Service of Tus 

MacaziIne or Watt Street. As a result, not only he, but also many of his 

friends are utilising this Service to their profit. 


BY TECHNICAL POSITION OF STOCKS 


JUDGING THE MARKET 
Our analysis of the position of the Stock Market is based on the Technical Position 
of 75 to 106 leading stocks om the day the Service is issued. Experience has proven 
that this is the most accurate way of forecasting not only the course of the general 
market but of the securities making up the principal groups. 
WHAT THE SUBSCRIBER RECEIVES 

1. An eight page Service Report, issued credit situation, and an analysis of the 

every Thursday. In this, the stock mar- trend of important commodities and trades. 


ket is divided into groups representing the 2. Special Reports are issued when- 
principal industries. ever there is an important change in the 
This Service contains, first, a brief sur- trend of the market, or when developments 


vey of the principal indications given by occur which make it advisable for us to 

the action of the market during the past communicate this information to subscrib- 

week, then an aves showing the quene, - at times other than the regular dates 
doubtful and an indica- of issue. 

» a higy 0 gs 3. Subscribers are entitled to a rea- 


i t hich stocks in each of 
i i teh Sone week or doubtful sonable number of inquiries relating to the 


srcitien. it. seoomn s certain stocks as securities which they hold or the purchase 
a purchase for the Be | pull.” of which they are contemplating. 
t shows the Trend of the Bond Market; SEND NO MONEY 


an analysis of the money, banking and 
merely ask for copy of “a recent 
Investment Letter.” 
NO CHARGE NO OBLIGATION 
BE FARSIGHTED! Mail the 
coupon below NOW! 


THE INVESTMENT AND 


BUSINESS SERVICE 


of The Magazine of Wall Street, 
42 Broadway, New York. 





The Investment and Business Service, of ; 
pL ae of Wall 

a2 » New York, N. Y. 

Send me a recent Investment Letter. It is 
understood that there is no charge or obliga- 
tion incurred by me in receiving this. 
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MARKET STATISTICS 


N. Y. Times 
N.Y.Times Dow, Jones Avgs. -——50 Stocks— 
40 Bonds 20Indus.. 20 Rails High Low Sales 
Monday, Aug. 29 70.08 66.18 . 61.50 60.31 393,765 
Tuesday, Aug. 30 . 67.80 . 62.65 60.89 592,330 


Howto Buy 
A Wednesday, Aug. 31.... 70. 67.11 62.80 61.61 516,665 


n Income 
We have just printed Thursday, Sept. 1 ’ 62.05 61.12 367,575 
a book for the man Friday, Sept. 2 68. ° 62.89 61.62 507,095 
Sse oem Saturday, Sept. 3 
to obtain the most Monday, Sept. Re 
desirable form of in- Tuesday, Sept. 6 . q , 64.08 62.89 734,800 
come on Sound. Wednesday, Sept. 7..... 70. } : . 63.18 
— -— 77 Thursday, Sept. 8....... 71. 69. J y 63.47 
This book tells how to become a stock- Friday, Sept. 9 : . . ‘ 63.41 
holder and share in the profits and divi- Saturday, Sept. 10....... 71. t Y c 64.94 
dends of U. S. Steel, American Woolen, 
Sears Roebuck, Western Union, and such 
securities, which are the backbone of 
American finance. 


Twenty Months to Pay 
We will cond you this book free, and ex- « STOCK SS MARKET . AVERAGES: 


Lard Ld yout o sow bp yd — 
our interest regard mar- " 2 ° 7 . ‘ . 
Ket changes. No calls for additional funds. 1918 1919 1920 1921 
You get Laity amy — ony mngenet in- 
crea rom date of purchase. No spec- 
ulative or unlisted securities sold on the 8-25 RAILROADS 
Wallace plan. This is a new and unusual “25 INDUSTRIALS 
inoue, Cuties sine See Dusiness ond 7*& COMBINED AVERAGES OF 
onal men and women — for farm- 

jog ‘mechanics, teachers and others of 25 RR. & 25 INDUSTRIALS. 
ave! means. You can start building your income 
with #10 to $15a month. At the present time Amer- 
ica’s soundest securities can be ke 
prices. Write today for this interesting new — 

How To Buy An Income.”’ It will be sent postpaid. 


WALLACE & COMPANY 
Member Detroit Stock Exchange 
143 Congress St., W. DETROIT, MICH. 
Spa nner 
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CANADA 
Potentiality! 


All that Canada has achieved is 
nothing as compared to what * AVERAGE -PRICE-OF*40 «BONDS - 








this young growing nation is 4 a \, : . -4974- 
destined to accomplish. oe 1919 La 190 
Canada stands today for Po- 
tentiality—the fair promise of 
eat things that will spring 
tee her splendid resources 
and her youthful energy. 
Here is the true field for the 
investor who would see his in- 25 RAILROADS 
vestments steadily increase in INDUSTRIALS 
Sellen 4 STREET RAILWAys 
The Chemical and Fertilizer in- { 
dustry is becoming one of Can- 
ada’s strongest native growths. 
im us tell you something ae 
the investment opportunity of- «U-$- ‘ ° e 
oak tar te Ge Peeled V-5-GOVT- BOND - AVERAGES 
Participating Stock of a Com- 1920 v 1921 
pany, now offered with a sub- 
stantial b of C 
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POSSIBILITIES IN READING 
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dend. The best that can be hoped from 
Pennsy is another $1 a year in in- 
come, and it would be necessary to 
enjoy this additional payment for six- 
teen years in order to derive a profit 
equal to that from the Reading rights. 


Baltimore & Ohio 


A switch from B. & O. common into 
Reading preferred, at a cost of about one 
point, has an immediate advantage in sub- 
tituting an income-producing issue for a 
non-dividend payer. As against this evi- 
ient gain, can it be said that the prospects 
of B. & O. for a dividend greater than $2 
ire better than those of Reading first for 
receiving the Coal rights? Much has been 
written of the brilliant future ahead of 
Baltimore & Ohio under the Transporta- 
tion Act, and much emphasis has also been 
laid on the improvement in net earnings 
this year. But these figures compare with 
a miserable showing in 1920, and the gain 
has been effected by a dangerous skimping 
of maintenance. Against the great expec- 
tations of future prosperity, which may 
never be realized, B. & O. has to contend 
with the following definitely unfavorable 
factors : 

(a) A progressive deterioration in op- 
erating results in the years preceding Gov- 
ernment control. 

(b) An exceptionally poor record under 
Federal operation. 

(c) A heavy increase in interest charges 
since 1915, reflecting largely the unfor- 
tunate investment in the Cincinnati, Ham- 
ilton & Dayton. 

(d) The maturity in 1925 of 34% 
bonds aggregating over $125,000,000, the 
refunding of which will certainly mean 
higher carrying charges, if not more se- 
rious embarrassment. 

If to these factors is added a weak 
cash position, it would appear that large 
dividends on B. & O. common are 
hardly -imminent—in fact much less 
probable than Reading preferred rights. 


St. Paul Preferred 


The position of St. Paul preferred is in 
many respects similar to that of B. & O. 
common, and the arguments for a switch 
into Reading preferred are equally potent. 
St. Paul stocks pay no dividends, and the 
earnings have been exceptionally poor 
since the end of 1916. Even so far this 
year (through July) the road has failed 
to earn its bare operating expenses and 
taxes, to say nothing of its fixed charges 
of above $18,000,000 annually. Hence the 
resumption of preferred dividends appears 
dubious and remote, with the possibilities 
even pointing towards a receivership, be- 
cause of poor earnings and large indebted- 
ness. 

Owners of the issues referred to above, 
if purchased at much above present prices, 
are naturally reluctant to accept the se- 
rious losses-involved in disposing of their 
holdings. It is unlikely, moreover, that 
Reading first, if bought in their place, will 
eyer advance to theprevious high levels 
of B. & O. oreSt. Paul. Yet; in the 
writer’s opinion, it is much better to 
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look forward to the substantial, though 
limited, profit that in all probability will 
be shown by Reading preferred, rather 
than hold on indefinitely to a non-divi- 
dend paying issue, in the faint hope 
that some day their past quotations will 
providentially be re-established. 
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will continue to increase. The deduc- 
tion, as regards bond prices, is obvious. 


The Long-Term Table 


Attention may now be directed to 
Table III, showing the issues recom- 
mended for long-term purposes. 

It will be seen that the bonds are 
separated into four classes—Govern- 
ments, Industrials, Railroads and Pub- 
lic Utilities. 

It will be seen that the maturity dates 
run all the way from ten to sixty years. 

It will be seen that the yields vary 
from $5.23% to 10.10%. 

Because it was naturally impossible 
to compile a list that would be adapted 
to the purposes of every investor, a 
list was instead compiled from which 
selections to suit individual require- 
ments might be made. The writer has 
provided for diversification, he thinks; 
also safety of principal and high yield. 
And, once again, he has not failed to 
consider His Majesty; for he has listed, 
among the forty-seven long-term issues, 
fifteen which are available in $100 pieces. 

There follow some brief comments 
concerning individual groups, as recom- 
mended: 


Railroad Bonds 


To the writer the best evidence of 
the opinion of our ablest financiers as 
to the probable course of interest rates 
over a considerable period of years is 
found in the present low yields of long- 
term railroad bonds as compared with 
the present general price level of good 
investment bonds. 

The long-term bonds of our great 
railroad systems enjoy an unusually 
broad market. They are chiefly owned 
by banks and insurance companies, 
which reflect to an unusual degree the 
judgment of those-‘responsible for the 
management of our great financial in- 
stitutions. 


Foreign Government Bonds 


Governments rarely default in their 
obligations. The external loans of 
strong governments and cities offer 
excellent opportunity for investment at 
this time. The interest and_ principal 
of all the securities listed under this 
heading in Table III are payable in this 
country, eliminating all fluctuations in 
exchange and the income return aver- 
ages approximately double the income 
obtainable from the obligations of the 
same countries and cities prior to 1914. 

While the iticome of these bonds is 
subject to alf local and government 
taxes.in this country, these issues offer 
an excellent opportunity for distribu- 














Foreign 
Government 


and Municipal 


Bonds 


Norway Denmark 
Great Britain 

France Holland 
Brazil China 


Sweden 
Belgium 
Italy 
Greece 


and South America 


Present favorable rates 


of exchange make these foreign 
bonds an attractive investment. 


We will furnish upon 


request a circular describing the bonds 
of the above countries, giving descrip- 
tion of securities, maturity date, interest 
rates, denominations, redemption values, 


etc. 


Ask for Circular MW-300 
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tion of investment with strong security 
and high income yield. 


Public Utility Bonds 


Sound and well managed public utili- 
ties companies have come through the 
trying period of the last few years with 
remarkable records, both as to financial 
strength and stability of earnings. No 
other type of business compares with 
the utilities from the standpoint of sta- 
bility of earning power. The public 
utility field is extensively covered in 
another chapter of this issue and the 
writer suggests that you read it. 
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BOOKLET 


Industrials 


Well selected industrial securities are 
just as good a “buy” at present prices 
in this period of depression as they 
were a good sale two years ago in that 
period of large earnings, general op- 
timism and high prices. It is neces- 





Contains descriptions of 
Bonds, Notes and Pre- 
ferred Stocks of Conserva- 


sary now to discriminate more closely 
in determining what purchases are de- 
sirable. Those industrials listed in 
Table III were picked for the same rea- 
sons as were those in Table II and ex- 
plained above. 


U. S. Bonds 


So much publicity has been given to 
Liberty bonds that no mention was 
made of them in Table III. However, 
the holdings of every investor should 
be made up of some of them, Any of 
the issues are good purchases. 

United States Government bonds sell- 
ing on a 5.75% basis, underlying rail- 
road bonds on a 6%% to 7% basis, well 
secured industrial bonds on a 7% to 8% 
basis, and the obligations of first class 
foreign governments on an 8% and bet- 
ter basis, are possibilities for invest- 
ment which a decade ago would have 
seemed fantastic. 
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gether with interest and 
dividend tables. 
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Corporation will permit the payment of 
dividends, for the plan presumes the dis- 
tribution of profits as dividends rather 
than their retention as surplus. The plan 
of operation provides for the purchase of 
good producing properties on a basis that 
does not require a big cash surplus and 
the properties pay themselves out auto- 
matically without the old-line necessity of 
waiting until the original cash investment 
is returned with interest and operating 
costs. When brought to the notice of 
stockholders as an integral part of the 
earning property of the corporation the 
usual debt and recovery item is omitted, 
and the overhead is greatly simplified. 

It goes without saying that a million 
barrels of oil at $1 a barrel does not pro- 
duce as much cash as it does at $3.50 per 
barrel; however, if the business is eco- 
nomically administered, profits for divi- 
dends, with a good production maintained, 
still accrue. Confused statistical reports, 
frequently estimates of reporters joined to 
official tax reports, again mixed with the- 
oretical deductions of Bureau of Mines 
office engineers and theoretical valuations 
ed on the leading ex- of oil properties may appeal to those per- 
changes in the United sons | who delight in statistical tables. 
States and Canada Having been engaged in the business of 

¥ valuing oil properties, after looking them 
over on the ground and getting pipeline 
runs, I do not attach much importance to 
tables of theoretical deductions, and my 
review of Middle States was based more 
on personal knowledge of properties and 
their possibilities than on the theories of 
persons hundreds of miles distant from 
the scene’ of action. Furthermore, if 
presidents of oil companies refuse to fur- 
nish specific data as to production, there 
are other sources of accurate data that I 
sometimes avail myself of, having the fur- 
ther advantage of being a. practical oil 
man myself. Perhaps this explanation 
will dissipate some of the doubts of Mr. 
Lampman—at least it is to be hoped it 
will. I have frequently been charged with 
being very cold-blooded in reviewing oil 
properties and with having too little con- 
sideration for the personal enthusiasm of 
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presidents, directors and stockholders. Be 
that as it may, it is certain personal favor- 
itism is rarely charged against my re- 
views. 

Mr. Lampman’s criticism is not directed 
against me personally because the review 
was unsigned, therefore this explanation 
comes from THE MaGazINne more than 
from me as an individual, the only per- 
sonal angle being the assurance that the 
review was not made by one unfamiliar 
with oil production or as a mere re- 
portoria! task. 

The indubitable fact remains that Mid- 
dle States’ dividends are being paid regu- 
larly, and it is my observation that the 
stockholders who receive the checks are 
satisfied with their investment. There 
seems to be no further comment required, 
at least at this writing. 

H. L. Woop. 


Further correspondence from Mr. Lamp- 
man, which we would have wished to in- 
clude in these pages, there is not space to 
include in this issue. However, oppor- 
tunity may arise to present it later on. 





Cost of Living 


The Department of Labor, through the 
Bureau of Labor Statistics, is making a 
study of the methods of adjusting wage 
scales, and concluding collective wage 
agreements where cost of living figures 
enter into the wage adjustment. To that 
end, the Bureau of Labor Statistics wishes 
to communicate with the various compa- 
nies, members of arbitration boards, labor 
managers, or others who are using cost of 
living figures in the determination of wage 
awards. 

If any reader of THE MAGAZINE oF 
Watt Street, who has not already com- 
municated with the Bureau, is using cost 
of living figures in the adjustment of 
wages, it will be appreciated by the 
Bureau if he will write to the Commis- 
sioner of Labor Statistics, Washington, 
D. C., and inform him of that fact. 
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THE WORLD’S DISRUPTED 
EXCHANGES 


(Continued from page 679) 








drawn by bankers, which were made pos- 
sible by mutual arrangements between 
bankers in London and New York, or be- 
tween any two points. When supply or 
demand continued heavy, however, accord- 
ing to whether one country was a creditor 
or debtor to a large extent, the rates of 
exchange then reached the specie or ex- 
port/import point. 

The specie. point for exchange between 
New York and London under normal con- 
ditiors is about two cents above or below 
the par of exchange. The par of exchange 
between New York and London is $4.8665 
per pound sterling. That is to say, the 
British sovereign contains sufficient gold 
to bring $4.8665 at any United States As- 
say Office, When indebtedness between 
New York and London is balanced equally 
sterling exchange in New York would be 
worth par. But when New York owes 
London a large balance, the demand for 
bills of exchange on London is greater 
than the supply and a premium is de- 
manded by sellers. When this premium 
exceeds two cents, or when sterling reaches 
$4.8850, it becomes cheaper to send gold 
to London in payment of debts, despite 
the heavy expenses entailed in the ship- 
ment of gold for freight, interest while 

transit, imsurance, cooperage, cartage 
and abrasion. On the other hand, when 
the supply of bills exceeds the demand and 
the cost of sterling exchange declines to 
$4.8450 or lower, it is cheaper for London 
nd gold to New York. 

e international financial system before 
war was so delicately balanced and 
ked so smoothly that the payment of 
national debts was taken by the people 
as a matter of course. We heard little in 

» days of exchange returning to nor- 

of depreciated currencies, of huge 

ts through speculation in exchange. 
They didn’t exist. So efficient was this 
machine that between 1880 and 1913, the 
pound sterling fluctuated from a low of 
482 to a high of 491, and the extreme 
points held only temporarily. Nine cents 
between the low and the high, whereas 
sterling today is more than a dollar below 
the par of 4.86, In the same thirty-three- 
year period the French franc sold between 
19.04 and 19.60 cents, while the mark had 
a low of 23.57 cents and a high of 24.07 


1 


Exchange Since the War 


The events of the past seven years have 
written mew chapters into international 
finance. The position of the United States 
has been completely reversed: from a 
debtor nation we have become one of the 
greatest creditor nations in the history of 
the world, We have advanced to others 
during the past seven years a sum vari- 
ously estimated between fifteen and twenty 
billion dollars. Our currency is at a pre- 
mium in practically every country in the 
world. Our money is needed for recon- 
struction, our manufactures and food 
croducts are wanted as never before. Our 
opportunity for capturing world markets 
has never been greater. 

Yet our foreign trade is falling off, our 
premium dollar is as much, if not more, 
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At Last— 


a device that does away with dripping candles, 
spluttering sealing wax, poor impressions and 
burnt fingers—the 


Electric Sealing Wax Machine 


easy to operate—ten times quicker than the age-old 
hand method—saves one-half the sealing wax— 
pays for itself in short time. Let us send you one 
on trial—convince yourself without obligations. 


' \ELECTRIC SEALING MACHINE CORP. 
316 West 3ist Street New York City 
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Ten Low-Priced 
Railroad Stocks 


Many railroad stocks 
which at one time or 
another within the 
past 10 years sold at 
from $25 to $150 a 
share can today be 
purchased at prices 
representing a dis- 
count of 60% to90%. 


Statistical report’ showing 
ten listed rails, selling at 
from $2.50 to $20 per 
share, high and low price 
levels, share earnings, 
per - mile - capitalization, 
etc., mailed free on re- 
quest. 


Ask for M. W.-565 


KOHLER. BREMER & @ 


*STOCKS - BONDS: 


32 Broadway, Hampton Hotel, 
NEW YORK ALBANY. ¥ 














| __ - __— 





We offer and recommend 


Central Petroleum 
Preferred 


An exceptional investment, in that 
the dividend is guaranteed by the 
Union Oil Co. of Delaware. This 
Company has also agreed to pay off 
Central Petroleum Preferred at 
$100 per share in April, 1923, or 
surrender control. Based upon re- 
tirement as above, the yield on in- 
vestment is 57%. 


Central Petroleum owns 23 sub- 
sidiaries, 25,625 acres of land, 972 
wells with 5,000 barrels daily pro- 
duction. Combined net profits for 
year ending April 30, 1921, were 
ten times dividend requirements. 


Circular and Price on Application 


Conservative investments sold on 
MONTHLY PAYMENT PLAN 


Write for Booklet MW-2 


Douglas Fenwick & Co. 


34 Wall Street New York 
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of a handicap to us as the depreciated cur- 
rencies are to many of the European coun- 
tries. Yesterday we had a prosperity that 
apparently would continue indefinitely. 
Today we are in the midst of a depression 
that has thrown 5,000,000 out of work. 
Some of the causes for the present situa- 
tion and proposed methods for remedying 
them will be taken up in a later article. 





COMMON SENSE IN SPECULATION 
(Continued from page 713) 





close out the deal. Better that than a 
more than 30 point loss to the man who 
did not pay the premium of 2.4%. 

In such an operation we give our 
broker an order to sell, say, 100 Steel at 
74 and decide that (assuming we agree 
that a 3 point protection is about right) 
if the stock goes to 77 something has 
gone wrong with our judgment or advice. 
lf we were bearish at 74 and the stock 
goes to 77, it is as plain as the nose on 
one’s face that something was wrong, if 
ouly temporarily. When something goes 
wrong, it is advisable to check it at the 
source, and thereafter give ourselves time 
to think it over. 

The 3 point stop enables us to prevent 
a small loss from running into a dis- 


astrous one, like the rise in Steel from 
80 to 116; or to take extreme cases like 
Stutz Motors from 150 to 700 or North. 
ern Pacific from 77 to 1,000. Think of 
the possibilities, not only of a “corner,” 
but a tremendous advance such as took 
place during the war in such stocks like 
General Motors, Bethlehem Steel, Cruci- 
ble and Mexican Petroleum. It is un- 
thinkable that sane men would enter a 
speculative proposition with risk un- 
limited, yet many have done it—and the 
same people either have not understood 
the “stop” or have condemned it. 

The protection is as simple on the short 
side as on the long side. On the “long 
side” we buy first, and order our stock 
sold out if it goes down a certain num- 
ber of points. On the “short side” we 
sell first, and order our broker to buy 
the stock if it goes up—if it goes 3 points 
against us. We sell it short with a 3 point 
stop. As before, both orders are given 
as before at one time, and should read 
as per forms 3 and 4. 

The word “stop” is not only your pro- 
tection, but a command to the broker to 
do nothing till the stock reached 77, and 
then to buy at the best possible price, 
which would ordinarily be either at that 
price or within % to % above or below 
77. 





The Farm Relief Act 


Its Significance 


UGENE MEYER, Jr., Managing Di- 
rector of the War Finance Corpora- 
tion, has issued the following statement. 
“The War Finance Corporation is ac- 
tively engaged in perfecting plans for 
the administration of the Agricultural 
Relief Act, which was passed by the 
Congress and approved by the President 
on August 24. As soon as these plans 
are in final shape, they will be announced, 
and, at the same time, full information 
will be given regarding the procedure 
that should be followed in making ap- 
plication for advances. 

“The Agricultural Relief Act,” said Mr. 
Meyer, “is a measure of great significance 
to our agricultural interests. It is a very 
constructive piece of legislation, and, in my 
opinion, is thoroughly workable from the 
administrative point of view. It recognizes 
the new conditions existing in our inter- 
national and domestic trade and aims to 
meet these conditions by giving the War 
Finance Corporation power to assist in 
financing the carrying of agricultural com- 
modities until they can be marketed in an 
orderly way. The inability and unwilling- 
ness of foreign merchants and manufac- 
turers to purchase the greater part of their 
requirements for the year during the period 
immediately following the harvesting of 
our crops, as they are accustomed to do 
in normal times, coupled with the failure 
of our own merchants and manufacturers 
to carry normal stocks, has brought about 
a situation which makes it necessary for 
us to market our staple agricultural prod- 
ucts over a longer period than usual. This 
situation is clearly indicated in the follow- 
ing extract from a report from an investi- 
gator of the Department of Agriculture, 


who is now in Europe studying the mar- 
kets there for American agricultural 
products : 


“*The cotton merchants over here in 
the countries visited do not think it 
sound business for American shippers 
or banks to advance too much credit 
to the cotton mills. They say that the 
mills can arrange the necessary credits 
with local banks to buy cotton if only 
they can show an outlet for the goods 
—that extending liberal credit from 
America will tend to increase the risks 
assumed by the mill and may lead to 
speculative ventures on the part of the 
mills. 


“*These merchants point out that 
mills should buy cotton only as they 
are able to sell goods profitably and 
then that the mill should cover its re- 
quirements with cotton close at hand. 
They go so far as to say that the 
merchant should sell cotton on call for 
the mill to fix the price when the 
goods are sold. This suggestion seems 
unsound to me as it involves too great 
a risk for the seller, making him take 
chances which rightfully fall on the 
manufacturer. But at any rate the 
suggestion that reasonable stocks 
should be placed in the leading Eu- 
ropean markets and hedged in dollars, 
seems sound. The price can be fixed 
when the sale is consummated and at 
a rate.of exchange which is taken into 
consideration when the price is de- 
termined. These merchants point out 
that they can not carry large stocks 
as in former years as a change in the 
rate of exchange might cause serious 
losses, and that therefore they must of 
necessity buy cotton only as it is 
needed. If they follow out this plan it 
will mean safe business to European 
mills, but a slow and long drawn out 
cotton season back in America, and 
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cotten growers might as well make 
their plans to market their crop grad- 
ually as the demand warrants.’ 


“The pressing need at the present time, 
therefore, is for additional facilities to 
finance our staple agricultural products so 
that they can be marketed more gradually 
than formerly. The Agricultural Relief 
Act aims to provide these facilities along 
sound lines and in a way that will be 
helpful not only to the producers them- 


selves, but also to the whole business of 
the country. 

“It should be clearly understood that the 
act is an emergency measure, designed to 
meet the conditions now confronting us. 
Experience in connection with its admin- 
istration, however, should enable us to de- 
termine to what extent, if any, additional 
financial machinery of a permanent char- 
acter is necessary to take care of the mar- 
keting of our staple agricultural products 
in an orderly way under normal conditions.” 





litor, THE MAGAZINE OF WALL STREET: 
1 H: AD been an actor all my life with 

all the traditional faults of my profes- 
sion, feeling secure against old age, as 
my father was a substantial business man. 
He died in 1915, leaving my mother, who 
is along in years and nearly blind, with 
no one but me to take care of her. I 
gave up my nomadic life, and, with it, 
my earning power. Examination showed 
much less than we had expected, as my 
father had been over generous, and seemed 
to have been the mark for all the stock 
salesmen in Chicago. There seemed to 
have been no .golden mean for him be- 
tween four per cent and the Wallingford 
rout. The bulk of the estate was tied up 
in close corporations which suffered from 
the war, and a stack of certificates of no 
value whatever. 

It now behooved me to take thought, 
and, with this “horrible example” before 
me, I learned lesson number one, to sit 
tight and do a little studying. I took 
the Alexander Hamilton course, reading 
only those parts that had a direct bearing 
on my own case. These books led me to 
others on finance, investment, cycles, etc. 

By June I was ready for my experi- 
mental effort, as I had learned lesson 
number two without going to the school 
of hard knocks, i. e.: Don’t try to make 
too much money. I took on Kennicott 
as the firm of which my father had been 
a member had owned part of their proper- 
ties and I was getting information just a 
little bit in advance of the “Street”, also 
Braden and Stewart, on the advice of a 
friend who was a mining engineer. My 
broker carried -a little over half, which 
I thought was safe. 

Things went my way so rapidly that I 
decided to double my holdings, as I would 
have some more money available in the 
fall. I went to my local bank to see 
about the loan and the cashier said it 
would: be all right. I told my broker 
to go ahead, determining to make the loan 
only in case of a slump. The slump 
came and I went to the bank, but the loan 
committee turned me down. They were 
all friends of my father and wanted to 
save me from losing all I had. Lesson, 
number three; never go to your banker 
in a slump on the strength of a promise 
made in a boom. 

A few weeks later, when I got hold of 
a little more money I took on a few odd 
lots, well distributed, on a fitry-fifty basis, 
but the cream was gone. However, I 
made money and was well satisfied with 
what I had accomplished. I closed out in 
November, 1915, and STAYED out till 
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Experience of a “Long-Pull’’ Operator 
Reader Tells How He Fared 


the latter part of October, 1917. The re- 
sult of this method, if not spectacular, is, 
at least, uniformly successful. 


I closed out again last October, partly 
because of fundamentals, and, partly, be- 
cause certain parties ceased their optimis- 
tic generalities and began to tout ~partic- 
ular. stocks. I tried the second hand 
automobile business, and am now break- 
ing my neck to get rid of my cars with 
as little loss as possible. Lesson number 
four, about the shoemaker and his last. 

I believe that I have the makings of a 
successful speculator. I at least have 
patience and am not easily frightened. My 
judgment may not be particularly good, 
but, such as it is, I use it: and I am 
willing to spend time, effort, and money 
informing and improving it. I have, as 
yet, to pull a “boner,” except trusting to 
some one else. And my one experience of 
that sort with my bank was a not too 
expensive lesson. I might add that I 
have built up good credit with my bank, 
as I have always made money. I have 
taken pains to discuss things with them 
and whenever we have differed, I have 
proved right in the end. Last October I 
opened an account with the Central Trust 
and am using the same method with 
them. 

My introduction to the securities market 
came via Adam Smith—Irving Fisher, 
with The Alexander Hamilton Institute, 
Burton, Babson, et al. It has become 
plain to me that I am not nimble minded 
enough to take advantage of the minor 
moves, and it is impossible for me to fol- 
low another through mazes where I[ do 
not see the way. I buy and sell some- 
what after the manner of a specialist in 
panics and here my tortoise-like cerebra- 
tion is an asset. 

I became convinced that as much money 
was lost through so-called investment as 
by so-called speculation; that in finance 
as in other phases of life rewards are in 
proportion to service; that here as else- 
where reaction tends to equal action. It 
is a delight to me that radicals among 
economists are beginning to preach that 
the soundest use of capital is in a share of 
a business rather than at “usury.” 

If I- was right that service gets its re- 
ward then it appeared that. using what 
capital I had “speculating” where it was 
most needed should be my object. And 
then it “follows as the night the day” 
stabilizing by buying in depressions and 
selling in booms should “be the he-man’s 
way. So far it has-paid beyond my wild- 
est dreams. 
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The largest gasoline pro- 
ducing company in the 
United States. Its future 
outlook reviewed and an 
analysis of other leading 
issues is contained in our 
current 
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$5,500 Returns $550 Yearly 
$1,100 Returns $110 Yearly 
$550 Returns $55 Yearly 
$220 Returns $22 Yearly 
Invested in An Established 
Finance Corporation 


—Enjoying unusual confidence. 


—Well protected b stringent State 
Banking or Loan Lowa, 

tenting money on good security om 
the safest basis known to bankere— 
widely distributed small loans. 

—Under strong management, with an 
enviable 7 years’ record of proved 
dependability. 

—An opportunity to share in at least 
one-third of the large yearly 


—Paying a total of 11% to the bond 


holders now and for several yeore 
past, and growing steadily with the 
solid expansion ef its loan service 


many States. 

A combination of every one 
elements of security = = 
the most conservative investor, car 
rying we it a large share ef the 
profits. 


Over a Quarter Century of experience 
in finance @ business management is 
behind our recommendation of this ie 
vestment. 


Send for Circular W-807 giving fall 
details. 


Clarerice Hodson & fh 


!PECIALIZE IN ag ‘SEcuRiTIES 
SHIELDING ABOVE THE AVERAGE. 


26 Cortlandt St., N. Y. C. 
Branches in Many Principal Cities 
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Stock Options 


Offer great money-making 
possibilities. No margin 
is required, as the risk is 
limited te their first cost. 


Investigate the advan- 
tages ef this valuable 
method ef stock trading. 
Circular W, describing 
their empleyment in place 
of stop orders; to supple- 
ment margin; their insur- 
ance value, and other im- 
portant features will be 
sent free upon request. 


Write us fer quotations. 
We can always offer the 
most attractive contracts 
for either Jarge amount of 
stock or odd lots. 


SH WILCOXS@ 
PUTS ena CALLS 


@UARANTEED SY MEMBERS oF Tat 
MEW YORK STOCK EXCHANGE 
New Yor. 


233 Broadway 
Phore 52/6 











General Asphalt 
Interborough Cons. 
N. Y., N. H. & Hartford 
New York Central 
Chandler Motors 
Royal Dutch 
Sloss Sheffield 
Carib Syndicate 
Pere Marquette 
Vital articles analyzing 
each of the above compan- 


ies, giving earnings, future 
prospects, etc. Sent gratis. 


It is necessary to state stock 
in which you are interested 


STOCKS—BONDS 
MEMBERS { erty Shock Bachan 


of NewYork 
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LEGAL NOTES 
(Continued from page 707) 











Banks—National—Fiduciary 

Under a recent enactment of the Legis- 
lature of the State of New York a Na- 
tional Bank is empowered to act in a 
fiduciary capacity by complying with cer- 
tain regulations of the State Banking De- 
partment, such as, for example, depositing 
securities of which it seeks to act as 
trustee in the name of superintendent of 
banks of the State of New York in the 
name of trust.—Chapter 38, Laws 1921. 


Corporations—Stock—Employees 

The Stock Corporation Law of the State 
of New York was recently amended so 
that a corporation may issue stock to its 
own employees or those of a subsidiary 
corporation.—Chapter 45, Laws 1921. 

Lever Act 

In view of the decision of the United 
States Supreme Court that the Lever Act 
was void, the Court of Appeals held that 
the purchaser of goods in an action for 
breach of contract to receive goods could 
not defend upon the ground that the Lever 
Act made the contract illegal. Under the 
Lever Act it was declared unlawful “to 
engage in any discriminatory and unfair, 
or any deceptive or wasteful practice or 
device, or to make any unjust or unrea- 
sonable rate or charge in handling or deal- 
ing in or with any necessaries.”—Standard 
Chem. Co. vs. Waugh C. Co., 231 N. Y., 
51 (1921). 


Corporation Foreign—Tax—Franchise 


A franchise tax, payable annually, upon 
foreign corporations doing business in New 
York State is unconstitutional if in com- 
puting the tax interest on bonds held at 
its home office is included while the prin- 
cipal is ignored. 

The Court of Appeals held that interest 
on the bonds should be deducted.—People 
ex rel Alpha P. C. Co. vs. Knapp, 230 
N. Y., 48 (1920). 


Interstate Commerce—Telegrams 


The United States Supreme Court re- 
cently decided that the sending of tele- 
grams between States is interstate com- 
merce irrespective of a scheme on the part 
of the telegraph company to send mes- 
sages to another state and then back to 
their destination for reasons of conveni- 
ence to itself—Western Union Tel. Co. vs. 


Speight, 254 U. S., 17. 


Arbitration—Commercial 


The Arbitration Law which went into 
effect April 19, 1921, allowing parties to 
a contract to provide therein to adjust 
commercial differences among themselves 
and make such arbitration valid, enforci- 
ble and irrevocable, was recently held by 
the Court of Appeals to apply only to pre- 
existing contracts, but not to pending law 
suits. This law does not abrogate the 
right to a trial by jury, but the right given 
by the law may be waived. The position 
taken by the Chamber of Commerce of 
the City of New York, long a stout advo- 


cate of arbitration as a means of settling 
commercial disputes, was upheld by this 
decision.—Matter of Berkovitz, 230 N. Y,, 
261 (1921). 


Telegraph Company—Compulsion to 
Receive Messages 

The Court of Appeals recently decided 
that a telegraph company can be com- 
pelled by the Public Service Commission 
to receive telegrams from a competing 
company and treat business so received as 
if from an ordinary customer. 

This compulsion rests upon the pro- 
visions of the Public Service Commissions 
Law, which compel treatment without dis- 
crimination to all who deal with a public 
service corporation.—People ex rel W. U. 
Tel. Co. vs. P. S. Com., 230 N. Y., 95 
(1920). 


Corporation— Power to Enter 
Partnership 

The Supreme Court of the State of 
Massachusetts recently held (July, 1921) 
that a corporation was without power to 
enter into partnership with an individual. 
This is the general rule of law unless 
some state statute gives it such authority. 
—Hosher-Platt Co. vs. Miller, 131 N. E., 
310. 





REAL SIGNIFICANCE OF THE 
JULY EARNINGS 
(Continued from page 683) 











Accumulated. deficit for the seven 
months was reduced to $860,776. 
Western Pacific’s earnings, including 
the operations of the Denver & Rio 
Grande, RR., have not been coming up 
to expectations. The combined earn- 
ings of the two roads are running con 
siderably below fixed charges require 
ments, and are at the annual rate of 
$3,700,000, compared with a combined 
government guarantee of $10,219,727. 


North Central Roads 

New York, Chicago, & St. Louis re- 
ported practically the same amount of 
gross and net for the month of July as 
in the month of June. Earnings for 
the seven months were at the annual 
rate of $4,570,000, compared with a 
standard return of $2,218,857. 

Pere Marquette practically doubled 
its net earnings of the previous month. 
Earnings for the seven months were 
at the annual rate of $3,700,000, com- 
pared with a rental of $3,748,196. 

Wabash reported a slight improve- 
ment in net over the month of June. 
Earnings for the seven months were 
at the annual rate of $2,150,000, com- 
pared with a government guarantee of 


$5,826,810. 


Transcontinental Lines 

Atchison’s earnings have been im- 
proving steadily ever since March and 
July was no exception to the rule. 
Gross increased from $18,025,964 in June 
to $19,057,157 in July, and net operating 
income increased from $6,380,813 to $7,- 
475,912. Earnings for the seven months 
were at the annual rate of $46,660,000, 
compared with a government guarantee 
Of $44,675,087. 

Southern Pacific’s carnings showed a 
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good improvement over the previous 
month. Earnings for the seven months 
were at the annual rate of $32,000,000, 
compared with a standard return of 
$48,244,660. 

Union Pacifiec’s net earnings fell back 
slightly although gross increased in the 
nonth of July. Earnings for the seven 
months were at the annual rate of $24,- 
000,000, compared with a standard re- 
turn of $39,369,411. 





FUTURE OF SOUTHERN 
CALIFORNIA 
(Continued from page 701) 














the use of electric power the great oil 
fields of Orange, Los Angeles and Kern 
County make ample provision. 


Impertance of the Canal 


The opening of the Panama Canal made 
San Diego and San Pedro, the port of 
Los Angeles, the first ports of call for 
inter-ocean steamship lines and provided 
much cheaper transportation from the At- 
lantic Coast. The pressure thus brought 
to bear upon railway transportation rates 
will undoubtedly result in the near future 
in developments favorable to this section. 
Coincidentally the harbor facilities of Los 
Angeles have been greatly enlarged and 
the volume of shipping from that port has 
been increasing very rapidly. Direct con- 
nections are being established with ports 
on the West Coast of Mexico, South 
America and the Orient. 

Labor has always been plentiful in this 
section and wages are substantially lower 
here than in other sections of the country, 
reflecting the effect of lower living costs 
and more generally healthful and attractive 
home conditions. The quality of labor is, 
on the whole, more satisfactory than in 
Eastern and Middle Western States. The 
foreign element is comparatively small. 
A further great inducement to the estab- 
lishment of industries here lies in the fact 
that the unions have never been able to 
dominate the labor situation unfavorably, 
the open shop being almost universal and 
strikes of any consequence very rare. 

Raw materials of a wide variety are 
readily accessible. Cotton is grown in 
considerable quantities in Imperial Valley 
and Arizona; special long staple varieties 
being especially valuable for tire fabrics. 
Wool in any desired amount is readily 


available from the Southwestern states 
and the same is true of hides. Arizona 
produces about forty per cent of the 


world’s supply of copper and this metal can 
be refined and made ready for export or 
manufacturing purposes as well in South- 
ern California as on the Atlantic Coast and 
at considerably less expense. Minerals in 
wide variety are produced in nearby states. 


Iron Ore Supplies 


Iron ore suitable for reduction exist in 
vast amounts less than two hundred miles 
from the Coast and there are other large 
deposits in Arizona and New Mexico, as 
well as coal suitable for coking purposes. 
Coking coal is also to be had at tidewater 
in the State of Washington. It is said 
that. a process of reduction of iron ore 
by the use of oil and electric power will 
be in operation here in the near. future. 

The production of foodstuffs ranging 
from citrus and other semi-tropical fruits 
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to cottonseed oil in Southern California is 
very considerable and offers great induce- 
ment to the manufacturer of many varie- 
ties of preserved fruits. The canning in- 
dustry is already large; fish, principally 
tuna and sardines being packed each year 
in quantities in addition to a large pack 
of vegetables and fruits. 

Power facilities, labor conditions and 
transportation being favorable as they are, 


this is the logical location for industries de- 


pendent om raw materials from South 
America and the Orient and equally so 
from :those exporting products to any 


place bordering on the Pacific Coast. 


It must» be also borne in mind that with 
lower rail transportation rates in prospect 
manufacturers in Southern California can 
compete with Eastern producers over a 
large part of the country and will, of 
course, have a material advantage in all 
The population of 
Southern California, itself, is very rapidly 
increasing and represents a very high 
average purchasing power. 


Attitude of Business Men 


So much for the purely physical factors 
which bear upon the future commercial 
and industria! expansion of this part of 
state of California. 

The other great factor in the situation 
lies in the attitude which the business and 
finaricial interests of the section take 
toward this expansion. For years finan- 
cial forces have been directed mainly 
toward the building up of the agri- 
cultural production of the section and 
in providing housing and service facili- 
ties to keep pace with the amazing 
growth in population. These require- 
ments have been met and the financial 
strength of the section enormously in- 
creased in the process. The attention of 
men of affairs and municipal power is 
now turned toward the promotion of com- 
mercial and _ industrial developments. 
Everywhere there is a wide awake and 
newly inspired interest in this subject. 
Organizations of all sorts are actively co- 
operating toward the achievements of this 
common purpose. Enterprises backed by 
local capital are springing up from day to 
day and many large Eastern corporations 
are establishing branch factories or con- 
templating centering their principal opera- 
tions in this section.: The process of 
growth of any region industrially is a mat- 
ter of many years under normal condi- 
tions, but here we have a converging of 
many favorable factors at one time after a 
period of retarded development and the 
result is certain to be a suprisingly rapid 
process of development. 





GENERAL ELECTRIC TALK 
(Continued from page 695) 











not be sufficient to meet dividend require- 
ments. In the statement to the stockhold- 
ers, however, the directors state that prof- 
its for the year promise to be sufficient 
to provide for cash and stock dividends. 
Even if they were not, the company has a 
surplus of $70,000,000 on which it might 
draw. In view of its excellent position 
with $40,000,000 cash on hand, it is un- 
likely that what promises to be a tem- 
porary depression would cause the com- 


pany to resort to suspension or curtailment 
of its present dividend. 

Orders for the first 33 weeks of the 
present year were at the annual rate of 
$180,440,000, compared with total sales of 
$275,758,488 for 1920, which shows a 
rather heavy decrease in gross business. 

It might be pertinent to point out that 
while business has fallen. off, wages have 
been reduced, many employees laid off or 
discharged and production costs generally 
lowered. 

Any readers of this magazine who may 
have purchased General Electric Common, 
as a result of an analysis appearing in the 
April 30 issue, are advised to hold on to 
their purchases. The stock at that time 
was selling around 135, and at that price 
it-is still attractive in the writer’s opinion. 
While a stock naturally declines in re- 
sponse to depression in the industry it 
represents, the decline in this instance is 
due more to deliberate raiding tactics than 
to fundamental causes. When the new 
plan goes into effect after January, 1922, 
the return on the stock will be approxi- 
mately 10%, with very little change from 
the rate of return if bought at April prices. 
The electrical machinery and equipment 
industry has a very prosperous outlook, 
and General Electric Company is the larg- 
est unit in the industry—Wm, J. Keary. 





PULLMAN’S TROUBLES 
(Continued from page 689) 











February, 1920. In April, 1921, the berth 
revenues were actually less than for April, 
1920, although the later period had the 
benefit of the 20% increase. For tnis 
month the number of berth and seat pas- 
seneers were 782,902, or 24%, less than for 
the corresponding period of the previous 
year. 

In spite of this decrease in revenues, 
the costs of operation and maintenance 
have only shown slight indications of 
going down and are still considerably 
above these costs for corresponding 
periods of 1919. 


Financial Operations 


The result of all this has been that prof- 
its from operating cars have been greatly 
decreased, in fact, have turned into deficits. 
Profits from operating cars in 1919 
amount to about $19,188,000; those for 
1920 declined to about $8,839,000; and the 
first five months of 1921 showed an op- 
erating deficit of about $3,116,000. 

The company’s balance sheet as of De- 
cember 31, 1920, indicates a strong. net 
current asset position, including over $10,- 
000,000 in cash. No recent official state- 
ment has been made as to the status of 
the company’s cash fund, but it is likely 
that it is now somewhat less than ten 
million since the company has paid its 
third quarterly dividend for the year, the 
total of which amounted to $7,200,000 and 
in addition to which the company reported 
for the first five months of 1921 a loss from 
operating its cars amounting to over $3,- 

Although it is apparent that the Pull- 
man Co. has funds which would allow it 
to continue dividends for some time, even 
if the company continued to operate at its 
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present rate, it is rather doubtful that the 
directors, all of whom are high-grade and 
conservative men, would consider making 
cash disbursements which might place the 
company in a weak financial position. 
Therefore, if the unfavorable condi- 
tions which existed for the last three 
months of 1920 and for the first part 





of 1921 are not quickly overcome, there 









is a possibility that the dividend may 
be reduced or even passed. 

The company should ultimately bene- 
fit by lower operating costs and by a 
general revival in business. But the 
immediate prospects of the company 
are not very bright. 





Industrial Conditions Improving 


Improvement in Cotton of Great Importance 


By Eugene Meyer, Jr. 


Editor’s Note:—The following extracts from 

a recent statement by Mr. Meyer, dealing 
with the industrial problem im general and the 
une’ ljoyment problem in particular is pre- 
sented here as of direct significance to in 
vestors. 


MPLOYMENT of a _ million. men 

would, in my opinion, follow the 
passage of the Townsend-Winslow Rail- 
road Funding Bill, according to the 
testimony which I offered to the Con- 
gressional Committees considering the 
measure, 

My estimate, I believe, is a conservative 
one. No one in a position of even a small 
degree of responsibility at such a time, 
whether public or private, can afford to 
make false or misleading statements. | 
therefore made the statement concerning 
the effect of the proposed legislation with 
a full sense of responsibility for that 
statement. 

Not only would the railroads, by. the 
passage of the bill, be put in the position 
of meeting their unpaid accounts already 
past due, but they would be able to go 
ahead with their maintenance-of-way and 
repair-of-equipment work. This would 
directly employ a very large number of 
men. In addition to the direct labor we 
may count the indirect labor involved in 
producing and transporting lumber for 
ties, and iron and steel used for mainte- 
nance and repairs. There is also to be 
counted the labor in the mining of the ore, 
the transportation thereof, the mining of 
the coal and the manufacturing of the 
coke to turn the ore into iron and steel, 
the labor in the iron furnaces, in the steel 
plants, and in the finishing plants. The 
employment of all these men would give 
them and their families an enlarged pur- 
chasing power which in turn would put 
large additional numbers of men to work. 


The Renewed Demand for Cotton 


The recent change in the demand for 
raw cotton and cotton goods constitutes a 
fact of fundamental importance with far 
reaching consequence to the whole coun- 
try. It means that thirteen Southern 
States, with a population of close to 30,- 
000,000, whose buying power has been re- 
duced to a minimum since the beginning 
of this year, are being restored to a normal 
purchasing power. The increasing move- 
ment of cotton to both export and do- 
mestic consumers will permit the Southern 
banks, large and small, to liquidate loans, 
and frozen credits will be thawed out. 
The South will be able to clear up with 
reasonable speed the indebtedness with 
which it has been struggling. Business 
will be restored in buying as ‘well as in 
selling. We may look for a special im- 
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provement in all kinds of business in the 
South, 

The South is normally a great market 
for the natural products, in raw and fin- 
ished form, of the West, and the manufac- 
tured goods of the East and the Middle 
West. From now on the South should be 
larger consumers of the corn and meat 
products of the Central West; of the shoes 
and clothing that are made from the hides 
and wool of the Northwest; of furniture 
and automobiles; of fertilizer and agricul- 
tural implements and all other forms of 
manufactured goods. 

The plight of the South, during the past 
year, materially and unfavorably affected 
the business of the whole country. The 
revival of Southern business will be a 
great factor in rehabilitating industry 
throughout the whole country. This will 
have a direct effect on the employment 
of industrial labor and I trust that the 
day will not prove distant when this will 
be as real in fact as it is now clear in 
prospect. 


Buyers’ Attitude Changed 


The change in the attitude of buyers of 
cotton and cotton goods is a change due 
to the outlook concerning a so-called ab- 
normal surplus. I have been advocating 
the resumption of the carrying of normal 
stocks by manufacturers, wholesalers, 
jobbers, and retailers, as a matter of sound 
business and in the public interest. The 
change in the cotton situation has caught 
the most of the dealers in cotton and cot- 
ton goods without sufficient stocks of 
goods, Unquestionably it will now sug- 
gest itself to manufacturers, middle men, 
and retailers to consider whether or not 
some of the so-called surpluses in other 
commodities may not disappear as speed- 
ily as the apparently dangerous surplus 
of cotton. I believe that careful considera- 
tion of the facts of the present situation 
will lead to the resumption of the carry- 
ing of normal stocks by manufacturers, 
jobbers, and retailers of other commodi- 
ties. Business has gone from an extreme 
of over-stocked warehouses at high prices 
to an under-stocked condition at low 
prices. There is nothing new in this. It 
is the usual result of declining prices and 
the lack of confidence produced by losses, 
but fhe sooner we get over our fear about 
commodity prices, the better for the whole 
country. 

There are other important factors in 
the present situation that justify the hope 
for improving industrial conditions and a 
fuller employment of labor. I refer first 
to the distinct tendency toward easier 
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The Safest 
Securities 


as a class, are those where the 
risk of receivership is smallest. 
From an impartial source it has 
been found—based on the out- 
standing stocks and bonds of the 
three main classes of securities 
outstanding—that the risk is: 











$2.07 per $100 par value 
$1.84 per $100 par value 
$0.37 per $100 par value 








An analysis of which is the safest, 
together with details of our 


Partial Payment 
Plan 


will be sent to interested investors 
on request. 













Investment suggestions in these 
“safest securities” will also be 
sent. 
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Certain of the above named 
motor stocks are decidedly 
a buy. 


Others should be sold. 


Ask our opinion on the stocks 
you hold or contemplate buying 
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mailing. 
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money conditions and the prospect of early 
action by the Congress on the tax bill 
now under consideration by the Senate 
Committee on Finance. With improving 
money markets and the carrying out of 
the program on tax revision we may look 
forward to funds becoming available on 
such a reasonable basis as to encourage 
the hope that there may be an adequate 
supply of funds for public utilities, for in- 
dustrial plant expansion where this may 
prove to be needed, and especially for. the 
housing needs of the country. The hous- 
ing needs are large but building still 
awaits a supply of money on mortgage at 
reasonable cost and a settlement of labor 
conditions, as well as a readjustment in 
the cost of the building materials. The 
revival of the building business would put 
more men to work than the revival of any 
other one industry. It would mean direct 
and indirect labor in great volume. 





WHY COMMODITIES FLUCTUATE 
(Continued from page 727) 





wages of workers in the transporting and 
distributing processes, industrial and 
clerical wages, profits, taxation, and 
various other factors affecting directly 
and indirectly wholesale and retail 
prices are slated for decline because in 
the final analysis they are the expres- 
sion of labor costs which, as they de- 
cline, bring down prices all along the 
line. As regards the primary needs of 
life—food, clothing, rent and fuel—we 
may look for a gradual lowering to- 
ward normal price levels. Thus eco- 
nomic laws will slowly bring a war- 
conditioned world back to normalcy. 

When prices generally have fallen, 
the purchasing power of the dollar will 
not only decrease, but will incline to 
become stabilized as prices of com- 
modities cease to fluctuate except as 
largely controlled by the law of sup- 
ply and demand. If competition op- 
erates unchecked by monoply, the prices 
of commodities and, what is the same 
thing, the purchasing power of the dol- 
lar may be expected to become stabil- 
ized as agriculture, trade, industry, 
commerce and banking aim to supply 
the needs of the human race. 





Light Ahead? 

The vice-president of one of the largest 
industrial corporations in this country re- 
cently chatted informally with a repre- 
sentative of the MAGAZINE. 

In substance, the vice-president said: 

“Il wish you would tell the editor of your 
publication to preach the gospel of op- 
timism and hard work at this time. It 
is time for us to forget the hard times 
we have been through and to. start look- 
ing forward to the good times we are 
going to have when all of us have buckled 
down and started in to do things again.” 

This official was asked whether he 
thought there were grounds for real op- 
timism. He replied that he thought he 
saw “the glimmerings of light ahead.” 





PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 

The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 








Steel Common 
Studebaker 

U. S. Rubber 

Baldwin 

General Asphalt 
American International 


I have prepared a chart cevering the 
fluctuations on the above stecks for 1920. 
It shows the splendid opportunities 
afforded by Puts and Calls to take ad- 
vantage of the fluctuations on a small 
cash outlay. When trading with Puts and 
Calls your loss is at all times limited to 
the small amount paid for them, while 
profits are unlimited, or all that a _ rise 
or a decline in a stock permits. Puts 
offered on June 3rd, 1921 on Mexican 
Petroleum at 140 showed $3400.00 net prof- 
it on each 100 share Put by June 20th, 1921. 


OUT OF TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take ose of the fluctuations with 
Puts and Calls just as though they were 
in my office. can you. y private 
hegre code enables you. to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 


Dealer in Puts and Calls 
Endorsed by Members of the N. Y. 
Stock Exchange 
268 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1898 
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Are Railroads Passing? 
By Paul Shoup 
Vice-President, Southern Pacific Company 


Ed.tor’s Note—Recently “The San Francisco 
Cail” published an editorial 
sibil ty of the 
motor- truck and motor uently at 
the roaneal of The Call, Mr. Paul Snoup pre- 
sored the Sellowing quumerendum in whack ho 
prisented a raidroad executive's view of the 


provl.m, 

Redeye Fy Pn 

an executive of one of the strongest railroads 

in » America, the memorandum can be taken as 
horitative and should prove ‘extremely 

inveresting. 

I {1E conclusion frequently expressed 
that the railroad is passing and be- 

it superseded by other forms of 

transportation is not borne out by the 

facts. The heaviest month’s traffic in the 
tory of the Southern Pacific Co. was in 
last twelve months. 

Nowhere will you find the public will- 
to give up even so much as one mile 
railroad. The mileage abandoned in 

the last year does not compare with that 
taken up in the dark days following the 
transportation expansion of the ’80s. 

Let there be even a moderate revival 

lustrially and then note the imperative 

demand for additional railroad service. 

Those who look further than a year ahead 

see even now the necessity of adding very 

large sums to the twenty billions already 

invested for the purpose of taking care 
increased traffic. 

It is not within reason to suppose that 
a few months’ time the whole trans- 

rtation situation is changed and that the 

railroads had become obsolescent. 


Business Suffering 


Just now every element in business suf- 
fers from the after-war stagnation. No- 
body makes any money. 

About the only money that circulates is 
for the payment of taxes. All of our most 
zloomy friends are enjoying themselves as 
they never did before predicting greater 
disasters yet to come. 

It is more or less natural in such a 
situation for everyone to seek the cause 
ind suggest a remedy 

Transportation is an element in the con- 
duct of nearly all business, and naturally 
‘omes under scrutiny, but it is not proper 
to assume that the cost of railroad trans- 
portation has reached the point that such 
transportation is no longer of service. 

There are many industries shut down 
which have large markets normally next 
door. I suppose that within fifty miles 
»f the Statue of Liberty is a tenth of the 
population of the United States, but the 
lessened purchasing power of that popula- 
tion has closed down or reduced the ac- 
tivities of a very great number of business 
concerns of all kinds in that section and 
transportation of the manufacturer’s prod- 
uct is an almost negligible factor. 


Rails Versus Motors 


As to your comparison with the use of 
the tax free highways by motor buses, 
motor trucks and other vehicles in com- 
petition with the railroads: The foilow- 
ing is a reflection of the railroad view- 
point: 

1—The people who make use of trans- 
portation commercially should bear the 
burden of maintaining it and deficits should 
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not be collected in the way of taxation, 
whether that transportation be by rail, 
water or highway. 

2.—Motor buses and motor trucks and 
light commercial vehicles should not use 
public highways as carriers for hire in 
competition with railroads except as they 
bear the same burdens that the railroads 
bear; or, putting it in a different form, 
the patrons of these highway commercial 
carriers should pay for the support of the 
same elements of transportation that the 
patrons of the railroads do. 


Private Investment 


3.—Railroads are provided through the 
private investment of capital on which the 
private investor has the right to expect 
return. Highways are necessarily provided 
by public expenditure. The interest on 
the railroad investment is reflected in the 
charges made for transportation. The in- 
terest on the highway investment cannot 
be directly so assessed. The maintenance 
of railroad tracks, rights of way and 
streets, where streets are occupied, is 
borne by the railroads. 

Like maintenance of highways is borne 
by the public and the charges therefor 
cannot be directly assessed to the patrons 
of commercial motor vehicles. Railroads 
are also taxed on the basis of gross or net 
income or property values, the tendency 
being now in many states toward the net 
income; in California the gross income is 
taxed. Motor vehicles commercially used 
are not. 

4—tThe problem therefore confronts the 
public of placing the burden on transporta- 
tion equally, especially where competitive, 
by assessing to the vehicles using the high- 
ways commercially—perhaps it is better to 
say for hire—a reasonable fixed charge for 
the use of the highway as an investment 
from an investment viewpoint, a proper 
charge for the maintenance of the high- 
ways, according to the use and a proper 
tax based upon income, These problems 
have not been solved satisfactorily any- 
where. 

5—Further comes the question of 
whether there is traffic enough to support 
two competitive systems in any given sec- 
tion, one highway and one rail. The 
policy of the motor trucks and motor 
buses has been to parallel the railroads 
and take traffic already developed, a nat- 
ural proceeding if not checked. 

But a public policy from a wider view- 
point would naturally look to whether or 
no traffic existed or could be developed to 
support both these, or whether in the end 
one or both would be made inefficiently 
weak in attempting to occupy a common 
field. No broad policy has been estab- 
lished to care for this situation. 


Burdens of Debts 


6.—Tremendous burdens of debt are be- 
ing created to provide new high roads 
throughout the United States with heavy 
fixed charges and amortization funds inci- 
dent thereto. Because of the enormous in- 
crease in use the roads are wearing out 
more rapidly than was anticipated and 
many of them will have reached their life 
before they are paid for. 
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Third year college student working his 
own way desires to obtain the use of 
money to complete his education. Age, 
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Profits of 50% a Year 


Can be made in the stock market—not by 
gambling, but by making speculation «a 
business—by reducing risk te a minimum. 

How this can be done is outlined speci- 
fically in our ‘Speculative Baulletin’’ just 
off the press. We have a few copies 
available to you, FREE. 

This bulletin is a portion of eur ““Com- 
plete Educational and Investment Service."’ 
the only service of its kind ia the Finan- 
cial World. 
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American Institute of 
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DIVIDENDS 


AMERICAN TELEPHONE AND TELEGRAPH 
COMPANY. 
128th Dividend. 

The regular quarterly dividend of Two Dollars 
and twenty-five cents per share will be paid on 
Saturday, tober 15, 1921, to stockholders of 
record at the close of business on Tuesday, Sep- 


tember 20, 1921. 
H. BLAIR-SMITH, Treasurer. 








American Woolen Company 


(Massachusetts Corporation) 
QUARTERLY DIVIDENDS. 


Notice is hereby given that the regular quar, 
terly dividends of One Dollar and Seventy-Five 
Cents ($1.75) per share on the Preferred Stock 
and One Dollar and Seventy-Five Cents ($1.75) 
per share on the Common Stock of this Company 
will be paid on Oct. 15, 1921, to stockholders of 
record Sept. 15, 1921. 

Transfer books will be closed at the close of 
business Sept. 15, 1921, and will be reopened at 
the opening of business Sept. 27, 1921. 

WILLIAM H. DWELLY, Treasurer. 

Roston, Mass., Sept. 2, 1021. 

Se 








Securities and Com- 
modities Analyzed 
in This Issue 

The subjoined table presents a 
list of the securities and commodi- 
ties analyzed in the current (Sep- 


tember 17th) issue of The Maga- 
zine of Wall Street. 


Atlantic Gulf & West Indies Coll. 


State of Michigan 5s, 1941 


Havana Electric Rwy., Light & Pr. 


KEEP POSTED 


aa pth r 9- seuant oo ~ » — f= the highest canes. 


listed below have 


will be mailed on request direct ye, She jects: Som to thy: sendase ot Ee 
MAGAZINE OF WALL STREET FREE OF CHARGE. 


We advise our readers to freely take advent 


immediate touch with what is on in 
It isa "Specialized Service for Clients.” 


of this service, which will keep them in 
Street, without any expense or obligation. 


Advertising Dept. 
MAGAZINE OF WALL STREET, 42 Broadway, New York City 


“ESSAY ON EXECUTIVE 
EFFICIENCY” 

Successful business executives 
are agreed that an interior tele- 
phone is an absolute necessity in 
organizations where there are 
two or more departments between 
which there is frequent communi- 
cation. 

The “Essay on Executive Ef- 
ficiency” analyzes the close re- 
lationship that exists between 
maximum office efficiency and de- 
pendable intercommunication. A 
copy will be sent gratis to execu- 
tives who request same on their 
business letterhead. (Dictograph 
Products Co., 220 W. 42nd St., 
New York City.) 


PARTIAL PAYMENTS 

An interesting booklet has 
been prepared by an old-estab- 
lished Stock Exchange firm, 
which explains in detail how the 
small investor can take advan- 
tage of present low prices in se- 
curities by making moderate ini- 
tial payments and small monthly 
payments thereafter. (137) 


THE THRIFT ROAD TO 
INDEPENDENCE 
A book explaining the partial 
payment plan. (148) 


THE FINANCIAL DIGEST 


A progressive review of busi- 
ness and financial conditions 
with definite investment recom- 
mendations. (161) 


THE COPPER STOCKS 


A series of letters comprehen- 
sively analyzing the copper 
stocks. (150) 


CANADIAN MOTORS 
An interesting descriptive cir- 
cular, which discusses the busi- 
ness and status of one of the 
largest Canadian motor manu- 
facturers, is now ready for dis- 
tribution to investors. (141) 


R.C.MEGARGEL& Co. 


Investment Securities 


| 27 Pine St., New York 
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Hmerican Banker 


=NEW YORK 
OLDEST AND MOST WIDELY CIRCULATED 


Banking Journal in America 





YOUR FIRST STEP IN THE STOCK 
MARKET 
A handy pocket booklet show- 
ing how to open an account, to 
trade on account, and giving the 
collateral value of securities and 
showing the advantages of the 
Partial Payment Plan for the 
beginner. (153) 


MONTHLY RAILROAD BULLETIN 


Gives monthly gross and net 
earnings of all the railroads, 
tabulated in simple, concise 
form. It gives other informa- 
tion and statistics of importance 
to investors. (53) 


GUARANTEED FIRST MORTGAGES 
ON NEW YORK CITY 
REAL ESTATE 


A beautifully illustrated booklet 
addressed to the car-ful investor, 
containing a colore’! map showing 
the transportati»n system of 
Greater New York. (133) 


TRACING INDUSTRIAL CORPORA. 
TION PROFITS, 1914-1920 


And amplified analysis of 
fourteen representative compa- 
nies. (156) 


CONVERTIBLE BONDS 


A list of active convertible 
bonds of interest to the investor 
wishing to combine an element 
of speculation with investment. 


157) 

WHAT A NEW MACHINE 

{S DOING 

An interesting circular giving 
the history of a company manu- 
facturing a machine that has 
revolutionized an industry. This 
circular gives record of earn- 
ings of this company, demand 
for its product and other data. 
A strong similarity exists in the 
prosperity of the company 
manufacturing this machine, and 
the growth of other companies 
that have gained world-wide re- 
nown and have made investors 








COMPOUNDED SEMI- 


prosperous. (159) 
ANNUALLY on invest- 
ments in monthly pay- 


10% os 


Safety; Real Estate Securit Tax. 
Exempt; State Supervision. a for 
Details. 

OKMULGEE BUILDING & LOAN ASS’N 
Okmulgee Oklahoma 

















STOCKHOLDERS LISTS 
in Over Two Thousand Corporations 


Write for catalog 


‘WM. JONES 


A 
116 Broad St New York City 
Te. Green 8811-8812 
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